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Westcoast Energy Inc. is a major Canadian corporation and a Lone s 


in the North American natural gas industry. With headquarters in- 


Vancouver, Canada, the Company’ s interests include gas pipelines, 


processing, storage, distribution, power generation and gas. we : 
services businesses. In 1994, the Company had assets of more e than ae 


$7 billion and employed ane ony 6, 000 people 


The Company began its operations in 1957 in British Columbia with < 


the province: 's first natural gas transportation pipeline. Over the 


years, Westcoast has expanded and diversified its energy business. 2 pean 


activities throughout Canada and the United States, and has if ne : 


recently begun the process of establishing joint venture businesses s Pe ors 


in selected international harkens: 
: 
i 


Its core businesses include: Westcoast Energy Pipeline Division; 2 
Union Gas Limited; Centra Gas Inc. and its operating companies: . | 
Centra Gas Ontario Inc., Centra Gas Manitoba Inc, Centra Gas Ke 
Alberta Inc. and Centra Gas British Columbia Inc.; Foothills Pipe 
Lines Ltd.; Pacific Coast Energy Corporation; Empire State Pipeline; a 


and Pacific Northern Gas Ltd. 


The Company's new energy-related businesses include Westcoast — 
Power Inc., Westcoast Gas Services Inc., Westcoast Energy Interna- 


tional Inc., NGX Canada Inc. and NrG Information Services Inc. 


WESTCOAST ENERGY SYSTEMS MAP AND STRATEGIC PIPELINE CONNECTIONS 


Westcoast 
Energy 


Westcoast Energy's operations span 
across Canada and into the United States. 
The Company's pipeline, storage and 
distribution businesses have strategic 
links within the North American pipeline 
infrastructure and its gas services 
businesses are fully integrated within 

the continent's energy trading and 
marketing network. 


In the West, the Company's pipelines 
connect with Northwest Pipeline, NOVA 
Gas Transmission, Pacific Gas Transmission 
and Northern Border Pipeline to deliver 
more than 1.4 trillion cubic feet of gas 
from northeastern British Columbia, the 
territories, Alberta and Saskatchewan to 
domestic markets and markets through- 
out the United States. 


In the East, Union Gas’ pipeline system 
has strategic links with TransCanada 
PipeLines, Panhandle Eastern, MichCon, 
Great Lakes Transmission and others, 
delivering approximately 600 billion cubic 
feet of natural gas for customers in 
Central Canada, throughout the U.S. 
Midwest, and beyond. 


Westcoast's distribution franchise include 
Union Gas, the Centra Gas companies 
and Pacific Northern Gas. In total this 
group serves 1.3 million customers across 
Canada delivering approximately 500 
billion cubic feet of natural gas. 


The Company holds interests in power 
facilities in Canada and is currently 
building a power plant in southern 
Ontario. Together these power facilities 
will generate more than 400 megawatts 
of power. 


Westcoast's natural gas trading and 
marketing businesses are located in: 
Calgary, Alberta; Traverse City, Michigan; 
and Cambridge, Ontario. From these 
centres, natural gas services can be 
tailored to our customers’ needs across 
North America. 


Some of the Company's new businesses 
extend beyond the North American map 
into the international arena. Westcoast 

is creating opportunities to provide energy 
expertise in regions where there is growth 
in the energy market. 
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WESTCOAST ENERGY OPERATIONS 


Core Businesses 


Westcoast Energy Pipeline Division 

owns and operates the mainline natural gas 
transportation system in British Columbia. It 
processes and transports gas from northeastern 
British Columbia, Alberta and the Yukon and 
Northwest Territories to markets throughout B.C., 
other parts of Western Canada and the United 
States Pacific Northwest. The system includes 
more than 3,000 miles of pipelines, five pro- 
cessing plants and three sulphur recovery plants. 


Foothills Pipe Lines Ltd. 

(50 percent owned) transports Canadian natural 
gas through its system in Alberta, Saskatchewan 
and southeastern British Columbia to connect- 
ing pipelines at the Canada / U.S. border that in 
turn transport the gas to markets in California 
and the U.S. Midwest. 


Pacific Coast Energy Corporation 
(50 percent owned) owns and operates the 


Vancouver Island Pipeline in British Columbia. 
The company transports natural gas to utility 

and industrial customers on Vancouver Island 
and along British Columbia's Sunshine Coast. 


Empire State Pipeline 

(35 percent owned) is located in New York 
state. The 156-mile pipeline primarily serves 
utilities and electric power producers in 

the western and central part of the state. 


Union Gas Limited 

(100 percent owned) is an integrated natural 
gas transmission, storage and distribution 
company that delivers gas and services to over 
700,000 customers in southwestern Ontario. 

It also provides storage and transportation 
services to energy companies in Ontario, Quebec 
and the United States. As well, the company 
serves about 25 percent of the Canadian market 
for natural gas vehicles. 


GAS DISTRIBUTION 


New Businesses 


= ~ os Pl Al. 
POWER GENERATION 


INTERNATIONAL 


Centra Gas Inc. 

(100 percent owned), through its operating 
companies, transports and delivers natural gas 
to approximately 550,000 residential, 
commercial and industrial customers in Ontario, 
Manitoba, Alberta and British Columbia. The 
company also has interests in the development 
and promotion of natural gas vehicles. 


Westcoast Power Inc. 

(100 percent owned) is one of Canada’s 
largest independent power producers. Its 
operations generate approximately 


Westcoast Gas Services Inc. 

(100 percent owned) is Canada's third 
largest independent natural gas marketing 
company with operations in gas purchasing, 
marketing and sales throughout Canada 


Westcoast Energy International Inc. 

(100 percent owned) is actively involved 

in energy development in countries 

that require additional energy infrastructure. 


Pacific Northern Gas Ltd. 

(41 percent owned, including 100 percent of the 
voting shares) distributes natural gas to 24,000 
residential, commercial and industrial customers 
in west-central British Columbia. 


360 megawatts of power in total. Westcoast 
Power is also pursuing power projects 
internationally. 


and the United States. The company marketed 
in excess of 390 billion cubic feet of natural 
gas in 1994, 


The Company is pursuing a gradual 
approach to international ventures and is 
currently involved in two projects abroad. 


NGX Canada Inc. 

(100 percent owned) is a company that 
provides industry participants with a system 
to trade gas electronically in spot and 
forward contracts. NGX was established in 


July 1993 to enable producers, marketers and 
end-users to buy and sell gas in an effective 
and efficient manner. 


GAS INFORMATION 


NrG Information Services Inc. 

(33 percent owned) provides customers with 
software, called NrG Highway, that enables 
individuals to make contractual and 


Westcoast Energy Inc. 


operational arrangements for transporting 
natural gas. The company was formed 
in 1994, 


CHAIRMAN’S REPORT 


| am pleased to report that Westcoast Energy 
continues to record strong net earnings and income 
per share. In 1994, Westcoast's earnings again rose 
substantially even though our areas of operation 
experienced one of the warmest winters of the 
century in the fourth quarter. 


Our core businesses — the foundations of the Company 
— enjoyed record operating results. We continued with 
an aggressive capital investment program to meet the 
rising demand for natural gas. 


Our new businesses are growing well. We continue to 
make substantial progress in seeking out new 
international ventures. 


Consolidated net income for 1994 was $173 million 
compared with $158 million in 1993. After provision for 
preferred share dividends, net income applicable to 
common shares was $157 million in 1994 compared 
with $142 million in 1993. Earnings per common share 
were $1.83 in 1994 compared with $1.82 in 1993. 


The 1993 earnings included a one-time reversal of 
provisions for penalties pertaining to Centra Gas British 
Columbia of $10 million, or 13 cents per common share, 
as a result of an agreement in principle reached with 
the Province of British Columbia to modify the financial 
arrangements relating to the Vancouver Island Pipeline. 
After adjusting for this reversal, net income applicable 
to common shares for 1994 increased by $25 million 
(19 percent) and earnings per share rose by 14 cents 

(8 percent). 


We are continuing to refine both the organization and 
structure of the Westcoast group of companies and 
our business strategies, in order to allow us to take 
advantage of the growth opportunities we see in the 
energy business. 


In this report to shareholders, | want to outline some 
of our strategies to achieve growth in earnings in 
the years ahead. 


Market Growth 

The natural gas industry is one of the true success 
stories in Canada in the 1990s — a reflection of public 
acceptance of natural gas as a preferred energy 
source for our time. 


Natural gas continues to win market share — through 
conversions, through new home construction, through 
new applications. Our markets in British Columbia 

and the Pacific Northwest remain among the strongest 


4 Westcoast Energy Inc. 


on the North American continent. Economic recovery in 
Ontario is finally taking hold, particularly in the heavily 
populated southwestern corner of the province, and 
this is reflected in an increase in natural gas sales. 

All of this leads us to put increasing emphasis on our 
marketing skills. 


We have also experienced a surge in export sales of 
Canadian gas in recent years. A few statistics make 
the point. In 1986, Canada exported some 740 billion 
cubic feet to markets in the United States. In 1994, 
exports totalled 2.5 trillion cubic feet, an increase 

of more than 225 percent. Natural gas was one 

of Canada’s largest export revenue sources, with a 
total value of just over $5 billion. 


In 1994, Westcoast's Pipeline Division transported 
605 billion cubic feet of natural gas, up from 579 billion 
cubic feet in 1993. 


The prospect of growing markets has encouraged 
producers to intensify exploration efforts in recent years 
and results continue to be outstanding. Much of the 
gas that Westcoast gathers, processes and transports 
comes from northeastern British Columbia, the northern 
extension of the Western Canadian Sedimentary Basin. 
This is one of the most promising supply basins 

on the continent and, by comparison with others, is 
relatively unexplored. 


In northeastern B.C., producers are experiencing some 
of their most striking successes — a continuation of 
a trend that began several years ago. 


This is particularly true in the areas of Fort St. John and 
Fort Nelson, B.C., and in the Grizzly Valley, south of 

Fort St. John. As well, exploration is now moving further 
north into the Northwest Territories. 


While prices for natural gas firmed in late 1993 and 
early 1994, they began to soften toward year end. The 
very rapid supply response as a result of increased 
drilling, combined with much warmer-than-normal 
weather this past autumn and winter, has produced 

a supply surplus and consequent softening in prices. We 
anticipate that this phenomenon is short term and the 
longer-term trends will prevail. Demand will gradually 
increase across North America, and supply, in the form 
of proven reserve additions, will not keep pace with 
demand in the United States. In this scenario, B.C. 
natural gas will play an increasingly important role. 


Pipeline 
construction in 
the Grizzly Valley, 
south of Fort St. 
John, British 
Columbia. 


“The natural gas industry 
is one of the true success 
stories in Canada in 
the 1990s — a reflection 
of public acceptance 
of natural gas as a 
preferred energy source 


for our time.” 


The Evolving Natural Gas Market 

The market for natural gas continues to evolve rapidly. 
It is now, to all intents, a continental market. We regard 
all of North America as the playing field on which both 
our core and new businesses must now compete. 


Ina “global” sense, natural gas competes as a 
commodity against other energy sources. The North 
American gas industry has developed to the stage where 
the infrastructure — transmission pipelines, storage 

and distribution systems — are essentially integrated. 
Gas can flow to major markets from virtually any 

of the continent's supply basins. The drive for flexibility 
in U.S. markets is providing customers with more 
options to choose from in meeting their energy needs. 
Deregulation in the electricity industry promises 

to add to the competitive mix and also opens up 
enormous opportunities. 


This has led to an increase in the importance of 
marketing. It has also given rise to technology-based 
trading systems that act as an intermediary between 
energy buyers and sellers. Westcoast is increasingly 
active in the area of electronic trading. 


The distribution side of our business is also undergoing 
fundamental change, a result of the possibility of 
further deregulation and the entry of new unregulated 
competitors. While it is not clear at this point how 

far deregulation will go in the distribution business, or 
how fast, we welcome this development as a source 
of opportunity. 


| would like to offer some thoughts on how we intend 
to conduct our business in this evolving energy industry. 


We believe that Westcoast Energy is in a strong position 
to do well in this rapidly changing market. We have 

a solid foundation in our core businesses — gas distribu- 
tion and the processing, transportation and storage of 
natural gas. While these core activities go back many 
decades, Westcoast today is a very different company 
from the Westcoast of even a few years ago and the 
nature of our opportunities has changed as well. 


Taken together, the Westcoast group comprises a 
very large company by any standard — the asset base is 
currently more than $7 billion and continues to grow. 


Like any company, we face challenges. But we feel 
we have been able to recognize and respond quickly 
and efficiently to new opportunities. 


An important management challenge is to ensure we are 
organized as a group of companies in a way that best 
capitalizes on the strengths of the individual companies. 


During 1994, we realigned our diverse businesses 

into four distinct units and then created a small head 
office function to respond to the requirements of 
corporate governance, to share best practices, to 
coordinate strategies development and to access the 
cheapest possible sources of capital. The establishment 
of this small head office, called Corporate Centre, is 
designed to provide for greater transparency and to 
lower corporate costs. The four strategic business units 
are: Storage, Transportation and Services; Distribution; 
International; and Emerging Businesses. 


We believe this restructuring will enable us to build on 
the strengths of each of our businesses. 


In the distribution business unit, we have combined 
many of Centra Gas Ontario's activities with those of 
Union Gas under a Shared Services agreement. 
Substantial cost savings flow from this agreement 

— and all of these savings are being passed along to 
our Ontario customers. 


Organizational structures are never static, and the new 
organization we are currently putting in place is no 
exception. But we believe it is the right structure for now, 
given the markets in which we are operating and the 
nature of the opportunities before us. 


Strategies for Growth 

Historically, most of Westcoast's capital has gone into 
“hard” assets, as we and others in the industry built 
Canada’s natural gas infrastructure. This continues 

as we implement a large capital expenditure program 
in the years ahead. 


Increasingly, however, we see the business becoming 
more oriented to providing energy services. This is true in 
the distribution companies where new energy services 
will provide the best opportunities for growth. It is also 
true in the transmission business, where transactional 
services are being created at a record pace. 


Over time, our capital investment in hard assets will 
increasingly be balanced by investment in “soft” 
assets — technology and information services in 
particular. The capital involved in these areas is much 
lower: the true investment is in creativity, innovation 
and skill. In short, an investment in people. 
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Capital Expenditures 

That said, we are also proceeding with a major capital 
expenditure program in the more traditional areas of 
our business. 


Pipeline and Storage 

As | noted, the producers have had exceptional success 
in northeastern B.C. and our traditional markets continue 
to experience strong growth. Producers are forecasting 
the need for more capacity. 


In response, we are currently seeking regulatory approval 
for the construction of a new gas plant at Aitken Creek, 
northwest of Fort St. John, B.C., for completion during 
1996. This will provide capacity for an additional 320 
million cubic feet of natural gas per day. The capital cost 
of the new plant is expected to be about $398 million, 
including related pipelines. 


Additional expansion is currently underway in the 
extreme northeast corner of B.C. Raw gas pipelines 
are being built and expanded to transport gas to the 
Company's Fort Nelson Gas Plant. 


As well as serving our British Columbia customers, we 
anticipate that increasing volumes of B.C. gas will 

find markets in Central Canada and the continental U.S. 
We are joining with others to build the infrastructure 

to take this gas east through Alberta. 


Exports of gas out of B.C. allowed the domestic 
provincial gas market to develop in its earliest days. 
Without the export market, there would be no domestic 
gas market. This fact has not changed. British Columbia’s 
gas industry continues to operate as an integrated 
domestic and export market. The result has been greater 
security of supply, more flexibility and, above all, lower 
average costs to customers. 


Union Gas’ transmission system in Ontario is a key hub 
in the continental market. More than 50 percent of 
the gas that travels into Eastern Canada in the winter 
moves through this system. Union also has the largest 
underground gas storage facilities in the country. 
Volumes transported on the Union system have been 
rising steadily and, as the integration of Canadian 

and U.S. markets continues, Union's growth outlook is 
very positive. We anticipate expenditures in excess 

of $1 billion to expand Union’s facilities over the next 
four years, and we estimate that Union's asset base 
will grow at an annual rate of seven percent over the 
next five years. 
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Gas Distribution 

Both Centra Gas Ontario and Union Gas continued to 
serve more customers than ever before. Union, for 
example, added 28,400 customers during 1994, captur- 
ing almost 100 percent of new residential construction. 
Conversions, primarily from electricity, also provided 
new customers. As the Ontario economy continues 

to gain momentum, industrial volumes are strong. 
Similarly, the Centra companies continue to attract new 
customers in their franchise areas in Ontario, Manitoba, 
Alberta and British Columbia. 


Capital expenditures for the Centra companies over the 
next four-year period are anticipated to be in the 
order of $600 million. 


Our distribution companies across Canada have adopted 
aggressive marketing programs and are striving to 
become industry leaders in specialized products and 
services — such as energy management and natural 

gas for vehicles. In some instances, these are services 
that can be marketed throughout North America. 


“As the North American 
energy infrastructure 


matures, we believe good 
International Businesses 
As the North American energy infrastructure matures, 
we believe good opportunities will arise to invest in 
energy infrastructure and services elsewhere. We are 
approaching these opportunities in a careful, 
measured way. 


opportunities will arise 
to invest in energy 
infrastructure and services 


The risks are higher and therefore the returns will also 
need to be higher. Issues such as investment climate, 
consumer energy pricing, currency convertibility and 
profit repatriation will have to be considered. In the 
meantime, the international marketplace represents a 
key area to export our core business competencies on a 
gradual basis. Our primary task, however, is to manage 
the large capital spending program now before 

us in North America. 


elsewhere. We are 
approaching these 
opportunities in a careful, 


measured way.” 


We are currently involved in two international projects 
located in Indonesia and Australia. These projects are 
examples of our approach to international business and 
are discussed on page 19 of the Operations Review. 


Power Generation 

Within North America, we continue to expand in the 
area of power generation. The Company is one of 
Canada’s largest independent power producers. Our 
operations currently generate approximately 

360 megawatts of power in total. 


The retail electricity industry is rapidly being deregulated. 
As a result, customers in the power business will be 


able to choose power suppliers regardless of geographic 
location. 


Water quality 
monitoring at the 
site of a recent 
pipeline crossing 
at a stream in 
northeastern 
British Columbia. 


This is one more step in making the energy business 
more competitive: we are convinced it will also create 
new opportunities for us. 


Sustainable Development 

Natural gas has been identified as the preferred bridge 
fuel in North America. This is due, in large part, to 

the abundance, affordability and security of Canadian 
natural gas reserves, together with its demonstrable 
benefits to atmospheric quality, relative to other 
conventional fuels. 


At the same time, growing public awareness of other 
issues pertaining to wilderness protection, energy 
conservation and the risks of climate change have served 
to emphasize the critical need to balance environmental, 
economic and societal considerations in conducting 

our businesses. In short, we must take all reasonable 
measures to ensure a healthy environment and a 

healthy economy for our children’s futures. These are 
major challenges. 


In the spring of 1994, we established a Sustainable 
Development Council. The Council, comprised of 
members selected from the Westcoast group, is charged 
with developing and integrating sustainable develop- 
ment principles into Westcoast's business practices. The 
Council also serves as a centre for coordinating such 
functions as environmental education and training, 
environmental reporting and issues management. 
Progress is reported regularly to the Board of Directors’ 
Environment Committee. 


To ensure that Westcoast activities are consistent with 
the most current thinking with respect to sustainable 
development, the Council is establishing working 


and consultative relationships with Canadian universities. 


We are also supporting improved efforts to increase 
understanding in such areas as climate science, 
emissions abatement technology development, and 
air issues policy development. 


First Nations 

The geographic location of much of the work we do 

at Westcoast brings us into close contact with aboriginal 
communities and the issues facing some of them. We 
accept the unique and genuine interests of these 
communities. 


We have had, for many years now, a very active 
program to ensure all of our employees are aware of 
the Company's special responsibilities in this regard. 


The long-term interests of our shareholders and 
employees require that we play our part in ensuring that 
surrounding native communities derive benefit from 

our economic activities. 


The social issues involved are extremely difficult. But we 
believe we can best play a role by working hard to find 
new ways to help equip people with modern technical 
skills. We realize this is not a short-term issue but we are 
optimistic that our financial support and training 
programs will help to move us closer to this objective. 


Corporate Issues 

During 1994, the Company had several changes to its 
Board of Directors and Officers. James S. Byrn retired 
from the Board and | would like to acknowledge 


‘his contribution to the Company. Mr. Byrn served on 


our Board with great distinction since 1978 and was 
involved in the many changes this Company has 
undergone in that time period. His contribution is 
much appreciated. 


The Board appointed several new Corporate and Pipeline 
Division officers in 1994. Corporate officers included: 
Wayne M. Bingham as Vice President, Finance; and Basil 
C. Huxham as Corporate Comptroller. Pipeline Division 
officers included: Doug P. Bloom as Vice President, 
Customer Service and Marketing; Harry J. Marsland as 
Vice President, Human Resources and Business Services; 
Jane L. Peverett as Vice President, Regulatory Affairs; 
and Bruce E. Pydee as Assistant Secretary and Director, 
Legal Affairs. In February 1995, the Board appointed 
Robert T. Reid as President and Chief Executive Officer, 
Westcoast Energy International Inc. 


The year 1994 was a successful one for Westcoast Energy. 
We continued to expand our core and new businesses 
both in the domestic and international arena. We 
acknowledge the many challenges that face our Company 
and we are prepared to meet these challenges now 

and in the future. 


The Board of Directors wishes to thank all the employees 
of the Westcoast group of companies whose many skills 
and hard work contributed to the Company's success 

in 1994. 


/ 


Michael E.J. Phelps 
Chairman and Chief Executive Officer 


Vancouver, British Columbia 
March 10, 1995 
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The Company continued to transport, 


Westcoast Energy’s Pipeline Division 


process and deliver more gas for 


transported 605 billion cubic feet of natural 


more customers in1994 than in any 


gas in 1994. This is the fourth year ina 


other year. It is our commitment to 


row that the Division has transported record 


satisfy our customers’ energy needs in 


volumes of gas through its system. 


a safe, efficient and reliable manner, 


at the lowest cost possible. 


Westcoast Energy 
Pipeline Division's 
Pine River Plant in 
northeastern British 
Columbia. 


Foothills Pipe Lines 
expansion in 
southeastern British 
Columbia. 
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Westcoast Energy operates throughout Canada 
and the United States, providing natural gas 
and energy services to industrial, commercial 
and residential customers. The Company's core 
operations are concentrated in Western 

and Central Canada, with strategic links and 
businesses across the continent. 


In the West, our pipelines connect with Northwest 
Pipeline, NOVA Gas Transmission, Pacific Gas 
Transmission and Northern Border Pipeline to deliver 
gas from northeastern British Columbia, Alberta and 
Saskatchewan to domestic markets and markets 
throughout North America. We also own and operate 
distribution franchises, gas marketing and power 
operations. Our distribution franchises in the West 
include Centra Gas British Columbia, Centra Gas 
Alberta and Pacific Northern Gas. 


In Central Canada our pipeline, storage, distribution 
and power businesses service the huge residential, 
commercial and industrial market in the continent's 
industrial heartland. Together, Union Gas, Centra Gas 
Ontario and Centra Gas Manitoba serve more than 
one million customers in this area. 


Our marketing and natural gas trading businesses 
provide a network of energy services throughout 
Canada and the United States. Westcoast’s major 
service centres are located in: Calgary, Alberta; 
Traverse City, Michigan; and Cambridge, Ontario. 


The technology side of our energy delivery business 
is becoming an increasingly important part of our 
day-to-day operations, with natural gas now being 
bought and sold as a commodity. These trading and 
exchange operations are creating business growth 
for the Company by combining new technologies 
with the intelligence and innovation of our people. 


In international markets, we are developing partner- 
ships and joint ventures, using our energy business 
expertise in selected locations. Providing our skills 
and expertise abroad will enable continued new 
growth opportunities for Westcoast. 


The following Review focuses on the 1994 highlights 
of our operating companies. For a comprehensive 


discussion of the financial highlights of Westcoast's 
operating companies, see Management's Discussion 
and Analysis on page 22. 


CORE BUSINESSES 


Pipeline Activities 


Westcoast Energy's pipeline operations are 
composed of Westcoast Energy Pipeline 
Division, Foothills Pipe Lines Ltd., Pacific Coast 
Energy Corporation and Empire State Pipeline. 


Westcoast Energy Pipeline Division 

In 1994, the Pipeline Division's gas deliveries 
increased by approximately 4.5 percent to 605 
billion cubic feet of natural gas, up from 579 billion 
cubic feet in 1993. This is the fourth successive 
year the Division has transported record-breaking 
amounts of natural gas through its system. 


Westcoast's pipeline system is the primary natural gas 
transportation and processing infrastructure in 

British Columbia. The system consists of more than 
3,000 miles of pipeline, five processing plants and 
three sulphur recovery units. Currently, Westcoast’s 
gas plants have a processing capacity of 1.9 billion 
cubic feet per day. 


The natural gas industry in northeastern British 
Columbia is more active than it has been in a decade, 
with more than 269 gas wells drilled and $208 million 
in provincial land sales during 1994. Increased 
demand by natural gas consumers throughout North 
America has stimulated exploration and the 
construction of new pipeline and processing facilities 
in northeastern B.C. 


To meet our customers’ needs, Westcoast Pipeline 
Division continued to expand its British Columbia- 
based pipeline and processing facilities throughout the 
year with capital expenditures totalling $443 million. 
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OPERATIONS REVIEW 


Northeastern British Columbia is 
one of the most active areas in 
North America for natural gas 
exploration and development. The 
Grizzly Valley area has provided 
some of the largest natural 

gas discoveries on the continent 
during the last five years. 


Currently, northeastern B.C. has 
more than 7 trillion cubic feet of 
proven natural gas reserves 

and the potential of more than 
33 trillion cubic feet. 


Natural gas producers require 
greater transportation and 
processing capacity as market 
demand for natural gas continues 
to flourish. In response to this 
demand, Westcoast's Pipeline 
Division spent $443 million 

in 1994 to expand its pipeline 
and processing facilities. 


Exploration and development of 
natural gas in this area of B.C. 
began in the 1940s. Since that 
time, some of the largest gas 
discoveries have occurred during 
the 1990s. The province's north- 
east holds great potential for 
the natural gas industry, as it 

is much less developed than most 
areas of the Western Canadian 
Sedimentary Basin or the major 
natural gas basins of the 

United States. 


Capacity Expansion 

The burgeoning supply — and growing demand for 
natural gas in British Columbia, the Pacific Northwest 
United States and beyond — is driving industry's need 
for increased capacity on Westcoast’s pipeline and 
processing system. To meet these needs, Westcoast 
Pipeline Division completed more than 13 major 
expansion projects in 1994. The company is consulting 
with producers and its customers to determine the 
necessity of further expansions on its system. 


A description of some of the major projects completed 
or underway are outlined below. Refer to the 
northeast B.C. map on page 10 for exact locations. 


Pine River Plant Expansion 

Expansion of the Pine River Plant was successfully 
completed in November 1994. The gas processing 
capacity at the plant was increased from 200 million 
cubic feet to 420 million cubic feet per day. New 
pipelines were also constructed to deliver raw gas 
to the facility. 


The Pine River expansion project generated numerous 
economic benefits for northeastern British Columbia. 
Construction activity at the plant required 1.5 million 
person-hours of work with an additional 370,000 
person-hours required for pipeline upgrades. Direct 
wages generated by the expansion activity totalled 
$13.7 million to local employees. As well as 
employment, more than $23 million was spent for 
direct purchases of local supplies and services for 

use in construction. 


Fort St. John Expansion 

In October 1994, Westcoast Pipeline Division filed 
an application with the National Energy Board for 
additional expansion of its system in the Fort St. John 
region of British Columbia. The proposed expansion 
includes construction of the Aitken Creek Gas Plant 
and supporting raw gas gathering lines, at a cost 
of $398 million. If the application is approved, 

the new facilities will allow increased gas loads 
and complement a system that is fully contracted 
at present. 


The gas processing capability of the proposed plant 
will be 320 million cubic feet of natural gas per day. 
It will service an area that supports over 65 percent 
of the gas wells drilled in the province last year. 
Construction of the plant is scheduled to begin in 
1995 with an in-service date of September 1996. 


Grizzly Valley Expansion 

In November 1994, the Company announced plans 

to build a new plant in Tumbler Ridge, British Columbia, 
to further expand its pipeline and processing capabili- 
ties in this region. Recently, the Company announced 
that the project's start-up date would be delayed 

by one year to November 1997. The decision to delay 
the project was made in consultation with natural 

gas producers after consideration of the timing 

of the National Energy Board hearing and construction 
constraints. 


Fort Nelson Expansion 

In the extreme northeast region of British Columbia, 
raw gas pipelines are currently being built and 
expanded to transport gas from wells in northern 
Alberta to Westcoast’s Fort Nelson Gas Plant at a cost 
of about $73 million. Additional expansion is expected 
with the recent discoveries of new gas reserves near 
Westcoast'’s existing pipeline system. 


Gordondale Interconnect 

Westcoast is currently transporting approximately 

25 billion cubic feet of natural gas annually through 
the pipeline interconnect with NOVA Gas Transmission 
at Gordondale, Alberta. This volume is expected to 
more than quadruple over the next five years. To 
prepare for this future growth, Westcoast is currently 
working with NOVA to determine the future capacity 
required at this interconnect. 


Foothills Pipe Lines 

In January 1995, Foothills Pipe Lines Ltd. received 
conditional approval from the National Energy Board 
to construct a 134-mile pipeline from Wild Horse, 
Alberta, at the Canada / U.S. border, to connect with 
NOVA near Princess, Alberta. The estimated cost of 
the proposed project is $140 million and completion 
of the pipeline is conditional on certain regulatory 
requirements. The pipeline will be capable of 
transporting 737 million cubic feet of gas per day, 
primarily to U.S. markets. 
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Westcoast Energy holds a 50 percent interest in 
Foothills Pipe Lines which transports Canadian natural 
gas from its system in Alberta, Saskatchewan and 
southeastern British Columbia to connecting pipelines 
at the Canada / U.S. border. These pipelines in turn 
transport natural gas to markets in.California and the 
U.S. Midwest. In 1994, Foothills transported 

844 billion cubic feet of natural gas. This system 
accounts for approximately one-third of Canada’s total 
natural gas exports. 


In the future, the company will continue to expand 
its existing facilities as demand for capacity is 
warranted. Further expansion of Foothills’ Eastern 
Leg is currently expected by 1997. Foothills is also 
ready to proceed with the transportation of Alaskan 
and Canadian frontier natural gas to southern 
Canada and the U.S. lower 48 states when market 
conditions dictate. 


Pacific Coast Energy 

Pacific Coast Energy Corporation (PCEC) maintained 
its reliable natural gas service to existing customers 
in 1994 while continuing to pursue new industrial 
customers. 


Westcoast Energy holds a 50 percent interest in 
PCEC which owns and operates the Vancouver Island 
Pipeline. More than 70 percent of the company’s 
total gas deliveries are to pulp and paper industry 
customers located along its pipeline route. In 1994, 
PCEC transported 22 billion cubic feet of natural 

gas, a 10 percent increase in total gas volumes 

from 1993. 


Empire State Pipeline 
In 1994, Empire State Pipeline transported 
43 billion cubic feet of natural gas. 


Empire State Pipeline, in New York state, is 35 percent 
owned by Westcoast Energy and provides a critical 
link between Union Gas’ storage and transportation 
system and markets in the northeastern U.S. The 
pipeline extends approximately 156 miles from 
Niagara Falls to Syracuse and primarily serves utilities 
and electric power producers in western and central 
New York state. Volumes of natural gas transported by 
Union Gas for the customers of Empire increased 
during 1994 to 336 million cubic feet per day. 
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In future years, demand for storage and transportation 
services by Empire’s customers is expected to generate 
significant growth on Union Gas’ system. 


To meet new demand by customers of Empire State 
Pipeline, Union Gas’ pipeline capacity was increased 
in 1994. The project included a 48-inch, 11-mile 
pipeline loop of the Dawn-Trafalgar transmission 
system at a cost of $29 million. 


Sable Gas Project 

Westcoast Energy is participating in a feasibility study 
to build a natural gas pipeline to connect gas from 
the area near Sable Island, off Canada’s east coast. 
The proposed pipeline will transport gas from six fields 
in the Sable Island area through Nova Scotia and 
New Brunswick to markets in Eastern Canada and the 
northeastern United States. Westcoast will assume 
primary responsibility for coordinating the Canadian 
aspects of the pipeline study. 


Gas Distribution 


Westcoast Energy's natural gas distribution 
operations are composed of Union Gas Limited, 
Centra Gas Inc. and its operating companies, 
and Pacific Northern Gas Ltd. 


Union Gas 

Union Gas Limited continued to report strong 
growth in 1994 in its distribution, storage 
and transportation businesses. 


Union Gas’ distribution business delivers natural 

gas and related services to more than 700,000 
residential, commercial and industrial customers in 
southwestern Ontario. Union Gas’ storage and trans- 
portation businesses provide gas storage, pipeline 
transmission and other transactional services to 
utilities, marketers, pipelines and other end-users 
beyond the company’s service area in Ontario, 
Quebec and the United States. 


During the year, the distribution, storage and 
transmission businesses began implementing strate- 
gies to support a customer-driven vision. 


In Central Canada, Union Gas’ 
pipeline, storage and transmission 
network serves the Canadian 

and American industrial heartland. 
Union Gas’ distribution business 
serves residential, commercial and 
industrial customers in south- 
western Ontario. 


Its pipeline and storage infrastruc- 
ture is linked to Panhandle Eastern, 
St. Clair Pipeline, Great Lakes 
Transmission, MichCon, ANR, 
Tennessee Gas, Empire State 
Pipeline, TransCanada PipeLines 
and Consumers Gas, and acts 

as a strategic hub in the movement 
of natural gas for the Central 
Canadian and U.S. regions. 


Union Gas’ natural gas storage 
facilities provide natural gas service 
during peak use periods, maxi- 
mizing the efficiency of the North 
American gas delivery system. 


Empire State Pipeline, a joint 
venture, was completed in 1993 
and primarily serves utilities and 
power producers in western and 
central New York state. In 1994, 
Empire State Pipeline transported 
43 billion cubic feet of natural gas. 


UNION GAS SYSTEM MAP AND STRATEGIC PIPELINE CONNECTIONS 
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This vision recognizes that future growth and success 
will depend on the ability to respond to the changing 
needs of customers by providing the value-added 
services they require. 


Distribution 

Union Gas delivered more than 290 billion cubic feet 
of natural gas to its distribution customers in 1994. 
The company extended gas service to five communities 
previously without access to natural gas. These 
additions, together with fuel substitution and new 
housing, helped to set a company record of 28,400 
new customers added to the Union Gas system 

in one year. 


In 1994, the company launched the Enersmart 
program to help customers manage their energy 
demand through conservation and the use of energy 
efficient equipment. The program promotes the 
responsible use of natural gas and environmental 
protection through the reduction of carbon 

dioxide emissions. 


Products such as set-back thermostats, low-flow 
shower heads and higher efficiency heating equip- 
ment are promoted to help customers save money, 
thereby increasing the competitiveness of natural 
gas in the marketplace. The Enersmart program 
seeks to reduce energy use per application, while 
increasing the number of applications through 
market growth, new product technology and fuel 
switching to natural gas. 


Natural Gas Vehicles 

The use of natural gas as a transportation fuel 
continues to provide opportunities for market growth. 
With about 8,000 vehicles equipped to run on 
natural gas in Union Gas’ service area, the company 
represents approximately 25 percent of the Canadian 
natural gas vehicle (NGV) market. This segment 

of the market is served by a growing infrastructure 
of 36 public and private refuelling stations, and more 
than 800 vehicle refuelling appliances situated at 
customers’ premises. 


Urban transit and other commercial and service 
vehicle fleets are strong NGV growth areas. During 
the year, Bell Canada's Kent County operation 
converted its vehicle fleet to natural gas. 
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Union Gas recently completed the construction of an 
indoor fast-fill NGV refuelling station for London 
Transit, the first such installation in North America, as 


‘well as a second refuelling station for the Hamilton 


Street Railway, Canada’s largest NGV bus fleet. 


Westcoast Energy is marketing its NGV expertise in 
Canada, the United States and abroad through Trillium 
Alternative Fuels, an affiliate of Union Gas. 


Storage and Transportation 

In 1994, the storage and transportation businesses 

of Union Gas reported continued strong growth. 

More than 590 billion cubic feet of natural gas was 
transported for other utilities, pipelines and customers 
in Ontario, Quebec and the northeastern and 
Midwest United States. 


Union Gas’ storage and transmission system in 
southwestern Ontario is located between major U.S. 
markets in Michigan and New York state. Pipelines 
from both the U.S. and Canada connect to Union Gas’ 
system at both its eastern and western extremities. 
The strategic location of this system, together with 
the company’s storage facilities, which at 126 billion 
cubic feet are the largest in Canada, enables Union 
Gas to function as a service hub in the pipeline 
infrastructure of North America, with access to 
traditional energy markets and a variety of U.S. and 
Canadian supply basins. 


Providing storage, transportation and related 
transactional services to the growing markets of the 
northeastern U.S. has enormous growth potential 
for Union Gas. 


In addition, through Union Gas’ affiliate, St. Clair 
Pipelines, Westcoast Energy is involved in a number of 
joint ventures to develop high deliverability storage 
sites in New York state, Michigan and Alberta. 


St. Clair Pipelines is also a participant in a joint venture 
to develop an international natural gas market 

centre in Michigan, known as the Grands Lacs Market 
Centre. It will provide a natural extension of the hub 
services Union Gas currently provides. 
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Natural-gas-heated 
greenhouse in 
Leamington, Ontario. 


Industrial Gas Marketing and Sales 

Significant opportunities exist for increased gas use 
in power generation and during 1994 the gas-fired 
cogeneration market continued to grow. New 
facilities in the five-megawatt range came on stream 
at Labatt Breweries in London and Sonoco Limited 
in Brantford. Several more mid-sized commercial and 
institutional installations are in the planning and 
construction stages. 


In 1994, construction began on two large cogenera- 
tion projects in Windsor, Ontario. These projects 

will add more than 7 billion cubic feet of incremental 
gas load per year, or the equivalent of heating 
70,000 homes. 


During the year, an agreement was completed with 
Steico’s Lake Erie Works to substitute natural gas for 
coke in blast furnaces. This will significantly increase 
Stelco’s gas demand for 1995. 


Centra Gas 
The Centra Gas operating companies are located 


in Ontario, Manitoba, Alberta and British Columbia. 


The distribution utilities transport and deliver 
natural gas to residential, commercial and 
industrial customers throughout service areas in 
each province. The companies are also actively 
involved in the development and promotion 

of power generation and natural gas for vehicles 
in specific regions. 


Centra Gas Ontario 

Centra Gas Ontario Inc. reported good growth in 
1994, delivering natural gas and services to more 
customers in its service area than ever before. The 
company continues to benefit from the significant 
price differentials between oil, electricity and 
natural gas. In 1994, Centra Gas Ontario provided 
service to more than 12,000 new customers, 
bringing the company’s total customer base to 
more than 227,000. 


The company serves residential, commercial and 
industrial customers in more than 160 communities 
in Ontario. The company's service area stretches 
from Port Hope to Cornwall in eastern Ontario, and 
throughout central Ontario to the Manitoba border. 


Centra Gas Ontario's industrial customers account for 
72 percent of natural gas volume sales and the 
company has developed an innovative rate schedule 
and service package to suit their needs. Its industrial 
marketing strategy includes a program that adds 
value to customers’ operations by giving technical 
advice on energy intensive process applications. 


For example, in an industry-leading project, the 
company’s technology engineers have assisted Algoma 
Steel in Sault Ste. Marie, Ontario, to partially substitute 
the coke fuel used in blast furnace ironmaking with 
natural gas. The project has improved control of the 
furnace operation, provided environmental benefits, 
improved product quality, and reduced overall 
operating costs. It has also increased Centra Gas 
Ontario's gas volumes. 


In the fall of 1994, the town of Madoc became one 
of the company’s newest community customers. The 
combined efforts of the community, an industrial 
customer, provincial and federal governments, as well 
as the Centra Gas Ontario project team, resulted 

in the successful servicing of the town. The company 
expects to service two neighbouring communities 
within the next two years. 


The Cornwall Energy Efficiency Team, which includes 
Centra Gas Ontario, an electric utility and other 
businesses in the community, launched a natural gas 
fleet of five transit buses in 1994. Cornwall Transit is 
expected to replace the remainder of its existing diesel 
buses with natural gas in the next five years. 


One of the most successful programs initiated by the 
company in 1994 included the Centra Gas Home 
Heating Protection Plan which offers customers the 
opportunity to protect themselves from unplanned 
repair bills. The plan covers almost all customer 
heating system repairs for one low price. More than 
8,000 customers have already signed up. 


Together with Westcoast Power, Centra Gas Ontario 
aggressively pursued cogeneration opportunities in 
1994. The company increased gas deliveries to several 
power facilities and installed three small cogeneration 
units in two hospitals and a commercial business. 
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Centra Gas Manitoba 

In the spring of 1994, Centra Gas Manitoba Inc. 
received approval to service 23 rural communities 
under the Canada-Manitoba Infrastructure Works 
Program. As of December 1994, five communities 
qualified for service under the program and 
several additional towns are expected to qualify 
in 1995. The company is continuing to work 

with the remaining communities to help them 
achieve service. 


The company provides natural gas service to 
residential, commercial and industrial customers from 
its distribution system in Manitoba. In 1994, Centra 
Gas Manitoba added approximately 2,200 new 
customers bringing the company’s total customer 
base to almost 229,000. 


During the year, Centra Gas Manitoba launched an 
appliance rental program within the company’s 
existing service area. The program offers customers 
financing options on residential water heater rentals. 
The company also initiated a province-wide Natural 
Gas Vehicle program. 


Starting during the year, a team of employees has 
worked on improving meter reader productivity. The 
efficiencies gained through the reorganization and the 
implementation of the Route Smart System (a street 
routing and scheduling system designed for more 
effective route management) are projected to yield a 
cost savings of approximately $400,000 annually. 


Centra Gas Alberta 

Centra Gas Alberta Inc. added more than 1,000 
new customers in the year. The company’s cost 
effective natural gas service allowed it to avoid 
a sales rate increase to its customers for the 
second consecutive year. 


Centra Gas Alberta owns and operates gas distribution 
systems in rural municipalities in Alberta. It serves 
approximately 51,000 customers. 


The company has targeted the residential and 
commercial construction market as an area for future 
growth. Centra Gas Alberta's residential customer 
base grew by 3 percent and the commercial customer 
base increased by 2 percent in 1994. 
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Centra Gas British Columbia 

Centra Gas British Columbia Inc. continued 

to expand its customer base throughout the year 
by 9,000 new customers, bringing the total to 
approximately 41,000. 


The company distributes natural gas to residential 
and commercial customers in 28 communities on 
Vancouver Island and the Sunshine Coast. It serves 
40 percent of the residential and 90 percent of the 
commercial establishments on the natural gas mains. 
Centra Gas British Columbia also distributes natural 
gas in Fort St. John and piped propane gas to the 
communities of Whistler and Port Alice. 


Despite warmer weather in 1994, the company 
increased its delivery of natural gas volumes to more 
than eight billion cubic feet. 


In 1994, Centra Gas British Columbia began supplying 
natural gas to 10 dry kilns and one boiler plant 

at the Doman Forest Products lumber mill. The mill, 
which operates 24 hours a day, is the largest kiln- 
dried lumber facility on Vancouver Island and 

has the potential to become the company’s highest 
load customer. 


Centra Gas British Columbia is implementing leading- 
edge technologies as it builds its natural gas 
distribution network on Vancouver Island and the 
Sunshine Coast. Natural gas has been available 

in this market since 1991. 


Pacific Northern Gas 

In 1994, Pacific Northern Gas Ltd. (PNG) recorded 
throughput volumes of 34.6 billion cubic feet 
compared with 34.2 billion cubic feet in 1993. 


Westcoast holds a controlling interest in PNG, an 
integrated transmission and distribution utility that 
serves customers in west-central British Columbia. 
The company also serves customers in the Dawson 
Creek area and the community of Tumbler Ridge 

in northeastern B.C., through its subsidiary Pacific 
Northern Gas (N.E.) Ltd. 


Shared Services 


In August 1994, the Ontario Energy 
Board (OEB) approved an application 
by Union Gas, Centra Gas Ontario 
and Westcoast Energy to implement 
shared services arrangements 
between Union Gas and Centra Gas 
Ontario. By sharing services in 
certain areas, the two companies 
are able to achieve efficiencies 

and reductions in the total cost 

of service of both utilities. Estimated 
continuing savings are approxi- 
mately $16 million per year after a 
two-year transition period. One-time 
implementation costs are about 

$12 million. 


In September, a common executive 
was appointed to guide the shared 
services planning and implemen- 
tation process. In its favourable 
decision, the OEB described the 
shared services proposal as “an 
innovative and practical means of 
achieving savings for ratepayers 
and of responding to the Board's 
requirement that utilities make 
productivity gains by working 
harder and smarter.” 
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Lake Superior 
Power Plant, 
Sault Ste. Marie, 
Ontario. 


PNG serves 26,000 residential, commercial and 
industrial customers. Its transmission pipeline connects 
with Westcoast's mainline at Summit Lake and extends 
365 miles west to Kitimat and Prince Rupert. 


More than 80 percent of PNG’s total throughput 
serves the industrial sector. Within the company’s 
service territory there are several key industrial 


customers, most notably the Methanex methanol plant 


at Kitimat. In August 1994, PNG completed a $12 
million pipeline looping project to meet the increased 
capacity requirements of this customer. The company 
will pursue additional customers in this sector by 
facilitating the development of new industries along 
its pipeline route. 


During the past few years, Westcoast Energy 
has been developing natural gas-related 
businesses in power generation, gas services 
and international energy ventures to comple- 
ment existing operations. While we see contin- 
ued growth in our existing operations, we 
believe these new businesses will provide 
opportunities to use our natural gas expertise 
in related businesses as well as in countries 
where additional energy infrastructure 

is required. 


Westcoast Power 

Westcoast Power, in combination with the 
Company's subsidiaries, is one of Canada’s largest 
independent power producers with approximately 
360 megawatts of power in operation. 


The Company has ownership interests in five power 
facilities including the McMahon Cogeneration Plant, 
Fort Frances Cogeneration Plant, Lake Superior Power 
Plant, Fort Nelson Powerline and Ford Cogeneration 
Plant. In addition, Westcoast Power is currently 
building a cogeneration facility in southern Ontario 
and is pursuing other power projects. 


The McMahon Cogeneration Plant at Taylor, British 
Columbia, is a 117-megawatt facility that began 
commercial operation in November 1993. The plant 
supplies electricity to the provincial power grid and 
utilizes the waste heat produced at the facility to 
create heat and electricity for the adjacent gas plant. 
The Company holds a 50-percent interest in 

the project. 


The 105-megawatt Lake Superior Power Cogeneration 
Plant in Sault Ste. Marie, Ontario, was commissioned 
in December 1993. It supplies steam to the adjacent 
St. Marys paper mill and was proposed in response 
to Ontario Hydro's request for a supply of electricity 
from independent companies. The Company holds a 
50-percent interest in the project. 


The Company also holds a 50-percent interest in 
the Fort Nelson Powerline which connects the town 
of Fort Nelson, British Columbia, to the Alberta 
integrated electrical grid. The powerline will 
accommodate the future development of a large 
cogeneration facility at the Fort Nelson Gas Plant 
which would be capable of delivering power to 
northern Alberta. 


The 107-megawatt Fort Frances cogeneration facility 
is located at the Boise Cascade kraft paper mill in 
Fort Frances, Ontario. The plant operated at less than 
its designed capacity in 1994 due to a malfunction 
of its control system. By November 1994, repairs 

at the plant had been completed and full operation 
had been restored. 


In January 1995, the Ford Cogeneration Plant at 
the Ford of Canada Plant in Windsor, Ontario, began 
full operation. It is a 28.5-megawatt, $15-million 
natural gas-fired facility. 


Both the Fort Frances and Ford plants are wholly 
owned by the Company. 


The Company also holds a 50-percent interest in 
the Whitby Cogeneration Project in Whitby, Ontario. 
The project is currently under construction, with 
commercial operation expected by December 1996. 
This 50-megawatt facility will provide power to 
Ontario Hydro and the steam produced from the 
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The success of our new businesses 


Westcoast Gas Services is Canada’s 


will be driven by the application of 


third largest independent natural gas 


new technologies and the skills and 


marketing company and one of 


innovation of our employees. Over 


Westcoast’s new businesses. Through 


time, these businesses will provide 


its integrated network, the company 


srowth for the Company and value 


marketed in excess of 390 billion cubic 


for our shareholders. 


feet of gas in North America in 1994. 


Sydney, Australia. 


Gas Services in 
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Australia Project 


Westcoast Energy is currently 
planning the best pipeline route 
to bring natural gas from the 
Bass Strait producing area 

of Australia into the Sydney 
market and markets along 

the way. 


waste heat will be used for processing recycled paper 
at the Atlantic Packaging Products Mill. Anticipated 
Capital investment in the project is approximately 
$65 million. 


The Company is pursuing projects outside its 
traditional North American market. Its initial power 
development efforts are focused in countries that 
are currently experiencing substantial growth in 
power requirements. 


Westcoast Gas Services 

1994 was the first full year of operation for 
Westcoast Gas Services Inc., following its October 
1993 formation from the merger of Westcoast’s 
wholly owned subsidiaries Unigas Corporation and 
Canadian Hydrocarbons Marketing Inc. From three 
offices in Canada and the U.S., the company 
coordinated the purchase, sale, transportation and 
management of more than 390 billion cubic feet 
of natural gas in 1994. 


The company, a wholly owned subsidiary of Westcoast 
Energy, is Canada’s third largest independent natural 
gas marketing company. It offers a full range of natural 
gas marketing solutions to customers, including 
merchant sales and trading, risk management services, 
gas management consultation and structured 
financing. Throughout 1994, the company significantly 
expanded both its volume of business and the 

variety of services offered. 


In December 1994, Westcoast Gas Services purchased 
the Buckinghorse Gas Processing Facility in north- 
eastern British Columbia. The facility includes a gas 
plant, capable of processing 60 million cubic feet 

of natural gas per day, gathering system, well sites, 
and twin transmission pipelines to deliver gas to 
Westcoast's pipeline system. 


The acquisition represents Westcoast Gas Services’ 
first entry into the gas gathering and processing 
industry and complements the company’s gas 
marketing business. 


Westcoast Energy International 

Westcoast Energy International Inc. was active 
during 1994 in natural gas development 

and acquisition efforts. 


The Company is pursuing a gradual approach to 
international projects. It is Westcoast's objective to 
establish long-term relationships with strong local 
partners, in countries where it can bring expertise 
to projects with a manageable level of risk. 


In December, the Company announced an alliance 

with Australia’s largest corporation, the Broken 

Hill Proprietary Company (BHP), to undertake feasibility 
studies to build a natural gas pipeline from Victoria 

to New South Wales. Westcoast International 

brings substantial pipeline, gas distribution and 
environmental expertise to the proposed development 
of the gas market in eastern Australia. 


The proposed Australian project includes construction 
of a natural gas pipeline to deliver gas north from 

the Bass Strait producing area into the Sydney market 
and markets along the way. Both the new pipeline 
and the existing Moomba-Sydney pipeline will serve 
the Sydney market. This market has considerable 
potential for growth in industrial and commercial 
natural gas use. 


In December 1994, Westcoast International acquired 
an interest in an international consortium to 

purchase the power generation and transmission 
facilities of a major copper and gold mine in Irian Jaya, 
Indonesia. The company acquired its 19 percent 

stake through PowerLink Indonesia Company LLC, 

a member of the consortium. 


This is Westcoast's first investment in Indonesia. The 
country offers attractive opportunities for a company 
with Westcoast’s energy experience. Westcoast Energy 
also holds a 25-percent interest in PowerLink Corpora- 
tion, the parent company of PowerLink Indonesia. 


In addition, Westcoast is a participant in and operator 
of the B.C. International Power Group Inc., a joint 
venture with British Columbia Trade Development 
Corporation and Brown Boveri Inc. The group 

was formed to pursue the development of power 
generation opportunities in the Asia-Pacific region. 
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Natural Gas Exchange 

NGX Canada Inc. developed a solid customer base 
in 1994 and has experienced a large increase in 
trading volumes. Customers bought and sold 22 
billion cubic feet of natural gas in Canada on the 
NGX trading system. The trading software, called 
Streamline, was developed jointly by NGX and its 
partner, Williams Energy Ventures, Inc. Cumula- 
tively, customers using the Streamline system have 
traded more than 35 billion cubic feet of gas since 
inception, including 13 billion cubic feet in the 
United States through Williams. 


Trading on the Natural Gas Exchange commenced in 
February 1994. Since then, NGX, a wholly owned 
subsidiary of Westcoast Energy, has provided the 
natural gas industry access to an electronic market- 
place that facilitates price discovery and anonymous 
buying and selling of natural gas using standardized 
instruments. Industry participants are linked to a 
central system, using their personal computers. This 
service creates an efficient and effective marketplace 
for users by providing information through a central 
facility that eliminates counterparty risk. 


NGX currently provides electronic trading at the intra- 
Alberta and Empress market centres in Canada. 
Williams provides electronic trading at market hubs 
located near: Carthage and Waha, Texas; Opal, 
Wyoming; and Lebanon, Ohio. 


Together NGX and Williams plan to offer electronic 
trading at several other key market hubs throughout 
North America. This is the first electronic marketplace 
offering natural gas trading at multiple points on 

the continent. 
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NrG Highway 

In 1994, Westcoast Energy, in conjunction 

with TransCanada PipeLines Ltd. and NOVA Gas 
Transmission Ltd., formed NrG Information 
Services Inc., located in Calgary, Alberta. 


NrG enables customers to make contractual and 
operational arrangements to transport natural gas 
along participating pipelines by using a personal 
computer. This service is provided by software called 
NrG Highway. 


By early 1995, the software is expected to be used 
on 1,600 personal computers across Canada. By 
mid-1995, three additional Canadian natural gas 
transporters will be accessible on this system. 


Natural Gas Exchange, 
Calgary, Alberta. 
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Management's Discussion and Analysis 


Westcoast Energy Inc. 


This discussion and analysis of the Company should 
be read in conjunction with the consolidated financial 
statements and accompanying notes. The results 
reported herein have been prepared in accordance 
with accounting principles generally accepted in 
Canada and are presented in Canadian dollars. 

The effects on net income arising from the variances 
between accounting principles generally accepted in 
Canada and the United States are described in 

note 5 to the consolidated financial statements. 


Consolidated Operations 


Consolidated net income for 1994 was $173 million 
compared with $158 million in 1993 and $97 million 
from continuing operations in 1992. After provision 
for preferred share dividends, net income applicable 
to common shares was $157 million in 1994 
compared with $142 million in 1993 and $83 million 
from continuing operations in 1992. Earnings per 
common share were $1.83 in 1994 compared with 
$1.82 in 1993 and $1.37 from continuing operations 
in 1992. 


The 1994 and 1993 results of the Company include a 

full year of operations of Union Energy Inc. which was 
acquired in November 1992. The primary subsidiaries 

of Union Energy are Union Gas Limited and Westcoast 
Gas Services Inc. 


The 1992 earnings include a provision of $10 million 
for penalties pertaining to performance standards 
under an agreement between Centra Gas British 
Columbia Inc. (Centra Gas B.C.) and the Province of 
British Columbia (the Province). In 1993, as detailed 
in note 16 to the consolidated financial statements, 
the provision was reversed as a result of an 
agreement in principle reached with the Province to 
modify the financial arrangements relating to the 
Vancouver Island Pipeline. 


After adjusting for this reversal, net income applicable 
to common shares from continuing operations 
increased by $25 million in 1994 over 1993 and 
increased by $39 million in 1993 over 1992 while 
earnings per common share increased by 14 cents 

in 1994 and increased by 15 cents in 1993 over 
previous years. 


The increase in 1994 earnings over 1993 was 


primarily due to higher contributions from the 
Westcoast Pipeline Division, Union Gas and inclusion 
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of earnings from the Empire State Pipeline and new 
cogeneration projects which commenced operations 
in the latter half of 1993. 


The increase in 1993 earnings over 1992 was 
primarily due to the inclusion of a full year of earnings 
from Union Gas and higher earnings from Centra Gas 
Inc. Pro forma consolidated financial information, 
which reflects the combination of the Company and 
Union Energy based on the assumption that the 
acquisition occurred on January 1, 1992 is provided 

in note 17 to the consolidated financial statements. 


The increases in operating revenues and expenses in 
1994 over 1993 primarily reflect higher rate bases 
and overall business growth. The 1994 revenues were 
partially reduced by lower rates of return on common 
equity and weather which, although close to normal, 
was considerably warmer than in 1993. 


The large increases in operating revenues and 
expenses in 1993 over 1992 were primarily due to a 
full year of operations of Union Gas and Westcoast 
Gas Services. The 1993 revenues were also increased 
by significantly colder than normal weather, whereas 
in 1992 the weather was close to normal. 


The increase in other expenses for 1994 over 1993 
was primarily due to higher interest costs from higher 
levels of debt pertaining to capital expenditures and 
higher short term interest rates. 


The increase in other expenses for 1993 over 1992 
was primarily due to higher interest costs from higher 
levels of debt pertaining to capital expenditures offset 
partially by lower interest rates, a full year of Union 
Gas’ interest costs and interest costs for the interim 
borrowing related to the acquisition of Union Energy. 


In mid-1993, the Company repaid the interim 
acquisition borrowing with the proceeds of a common 
share issue and the proceeds from the sale of its oil 
and gas operations. 


The increase in the income tax provision for 1994 
over 1993 was primarily due to higher levels of 
taxable income. The increase in the income tax 
provision for 1993 over 1992 was primarily due to 
the inclusion of Union Gas’ operations for a full year 
in 1993 and higher levels of taxable income. 


Details of the consolidated income tax provisions 
are provided in note 3 to the consolidated financial 
statements. 


Results by Business Activities 


The operations of the Company comprise the 

following business activities: 

m Pipeline Activities — processing and transportation 
of natural gas; 

w Gas Distribution — distribution of natural gas, 
including transportation and storage of natural 
gas by Union Gas Limited; 

m Gas Services — marketing of natural gas; 

m Power Generation — generation of electrical and 
thermal energy from natural gas; 

m Other Activities — other operations, including 
unallocated corporate financing expenses and 
international activities. 


The contribution to net income applicable to 
common shares by business activity, after allocation 
of financing charges and related income taxes was: 


Years ended December 31 ($million) 1994 1993 1992 

Net income applicable 

to common shares 

Pipeline Activities 75 67 69 

Gas Distribution 

— Union Gas 58 50 17 

— Centra Gas and PNG 38 51 20 

Gas Services 1 2 4 

Power Generation 6 2 (3) 

Other Activities (21) (30) (24) 

From continuing operations 157 142 83 

Discontinued operations — — (161) 
157 142 (78) 


The contribution to consolidated operating cash 

flow before non-cash working capital changes, by 
business activity, after allocation of financing charges 
and related income taxes was: 


Years ended December 31 ($million) 1994 1993 1992 
Operating cash flow 
Pipeline Activities 100 103 105 
Gas Distribution 
— Union Gas 180 185 42 
— Centra Gas and PNG 80 103 83 
Gas Services (3) (12) 7 
Power Generation 10 6 4 
Other Activities (35) (24) (22) 
From continuing operations 332 361 219 
Discontinued operations — 22 59 
332 383 278 


The decrease in consolidated operating cash flow from 
continuing operations for 1994 over 1993 is primarily 
due to repayment by Centra Gas British Columbia Inc. 
of funds previously received from the Province of 
British Columbia under a rate stabilization facility. 


The increase in consolidated operating cash flow from 
continuing operations for 1993 over 1992 is primarily 
due to a full year of operations of Union Gas. 


Additional segmented information by business activity 
is provided in note 2 to the consolidated financial 
statements. 


Pipeline Activities 


The pipeline activities consist of Westcoast's Pipeline 
Division and joint venture interests in Foothills Pipe 
Lines Ltd., Empire State Pipeline, and Pacific Coast 
Energy Corporation. 


The contribution to net income applicable to common 
shares for pipeline activities was: 


Years ended December 31 ($million) 1994 1993 1992 
Net income contribution 

Westcoast Pipeline 61 55 53 
Foothills Pipe Lines 11 12 14 
Pacific Coast Energy 1 — v) 
Empire State Pipeline 2 = — 


15 67 69 


Westcoast Pipeline Division 

Westcoast’s mainline system in British Columbia, 
Alberta, and the Yukon and Northwest Territories 
includes more than three thousand miles of natural 
gas transmission pipelines, five gas processing plants 
and three sulphur recovery plants. Natural gas is 
delivered to markets in British Columbia, other parts 
of Canada, and the western United States. 


Operating revenues were $390 million in 1994 
compared with $385 million in 1993 and $362 million 
in 1992. 


The mainline operations contribution to net income 
applicable to common shares was $61 million in 1994 
compared with $55 million in 1993 and $53 million 
in 1992. 
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The contribution to consolidated operating cash flow 
was $90 million in 1994 compared with $98 million 
in 1993 and $99 million in 1992. 


In 1994, the total throughput on the mainline 
reached a record volume of 605 billion cubic feet. 


Years ended December 31 1994 1993 1992 

(billion cubic feet) 

Volume 

Export 299 Jy Pikes 

Domestic 306 287 237 
605 579 Die 


For 1994, the National Energy Board (NEB) approved 
an allowed return on common equity of 11.5 percent 
and maintained the deemed common equity 
component of rate base at 35 percent. Rates of return 
on common equity and the equity components of rate 
base for 1993 and 1992 are outlined in note 1 to the 
consolidated financial statements. 


In October 1994, the Company applied to the NEB for 
approval of new fixed tolls to be charged in 1995. 
A public hearing has been scheduled for April 1995. 


The rate of return on common equity and the deemed 
equity component of rate base in this application 

will be determined by the NEB pursuant to its 
multi-pipeline cost of capital hearing which was held 
during the fourth quarter of 1994. 


The Company has applied for a 13 percent rate 

of return on common equity, while maintaining the 
deemed equity component of rate base at 35 percent. 
A decision for the multi-pipeline cost of capital 
proceeding is pending. 


The Company's capital expenditures for the mainline 
system amounted to $443 million in 1994 and are 
projected to be approximately $618 million in 1995. 


The recently expanded Pine River Gas Plant was put 
in service on November 1, 1994. The plant's daily 
residue gas capacity has been increased to 
approximately 420 million cubic feet from 200 million 
cubic feet to service new natural gas wells in the 
Grizzly Valley region. 
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As well, a number of raw gas transmission pipelines 
have been built or looped in this region to deliver 
additional gas supplies to the expanded plant. 


The average rate base of Westcoast's pipeline division 
was $1,353 million in 1994, and is projected to be 
approximately $1,811 million in 1995. 


In October 1994, the Company applied to the NEB 
for approval to construct a new $266 million gas 
processing plant at Aitken Creek together with $132 
million of related compression and pipeline additions. 


These facilities were initially proposed to be in service 
by April 1996. However, due to changes in the site 
clearing schedule and a delay in the receipt of 
required approvals, the facilities are now scheduled 
to be in service by September 1996. 


A public hearing on this application is currently in 
progress. A decision is anticipated by late April 1995. 


In November 1994, the Company applied to the 
NEB for approval to construct a new $529 million 
gas processing plant in Tumbler Ridge together with 
$144 million of related pipeline additions in the 
Grizzly Valley region. 


After careful consideration of the NEB's hearing 
schedule and construction constraints, the Company, 
in consultation with natural gas producers, delayed 
the scheduled in-service date of the facilities by one 
year to November 1997. In light of this delay, the 
public hearing on this application has been adjourned 
to the early fall of 1995. 


Foothills Pipe Lines 

Westcoast has a 50 percent interest in Foothills Pipe 
Lines Ltd., which currently transports Canadian 
natural gas to markets in the United States through 
portions of the Canadian segment of the Alaska 
Natural Gas Transportation System which were 
prebuilt (Phase 1). 


Throughput increased to 844 billion cubic feet in 
1994 compared with 566 billion cubic feet in 1993 
and 535 billion cubic feet in 1992. 


Foothills is one of the largest carriers of Canadian 
natural gas to the United States, delivering 
approximately one-third of Canada’s total natural gas 
exports in 1994. 


Foothills’ contribution to net income applicable to 
common shares for 1994 was $11 million compared 
with $12 million in 1993 and $14 million in 1992. 


The higher earnings in 1992 were primarily due to 
the recognition of tax benefits resulting from an 
investment which gave rise to a reduction in income 
taxes paid. 


The contribution to consolidated operating cash flow 
was $11 million in 1994 compared with $5 million 
in 1993 and $6 million in 1992. 


In March 1993, the NEB approved a rate of return on 
common equity for Phase | operations of 11.5 percent 
and a common equity component of rate base of 

28 percent. The NEB also approved a pre-tax rate 

of return applicable to certain development costs 

(the Special Charge) of 11.5 percent and an 
amortization rate for the Special Charge rate base 

of two percent. 


Foothills also participated in the NEB's multi-pipeline 
cost of capital hearing which was held during the 
fourth quarter of 1994. 


Foothills applied for a 13 percent rate of return on 
common equity, and an increase in the equity 
component of rate base to range between 30 percent 
and 35 percent. A decision for the multi-pipeline cost 
of capital proceeding is pending. 


In 1994, construction of $33 million in additional 
compression facilities was completed on the Eastern 
Leg of the Phase | facilities. 


In January 1995, Foothills received NEB approval, 
subject to meeting certain conditions, to construct 
pipeline facilities amounting to $140 million from 
Princess, Alberta, to the international border near 
Wild Horse, Alberta. The Wild Horse project is the 
Canadian segment of the Altamont Pipeline Project. 


Pacific Coast Energy 

Westcoast has a 50 percent interest in Pacific Coast 
Energy Corporation (PCEC), which owns and operates 
the Vancouver Island Pipeline. PCEC transports 
natural gas from the British Columbia mainland to 
Vancouver Island. 


Total throughput was 22 billion cubic feet in 1994 
compared with 20 billion cubic feet in 1993 and 
17 billion cubic feet in 1992. 


As detailed in note 16 to the consolidated financial 
statements, definitive agreements have been settled 
between PCEC and the Province pertaining to an 
agreement in principle reached with the Province 
to modify the financial arrangements relating to the 
Vancouver Island Pipeline. 


The agreements have not yet been executed pending 
receipt of approvals from the PCEC banking syndicate 
and the Government of Canada. The banking 
syndicate has advised that it did not support the 
proposed modifications. Further discussions are taking 
place among the Province, the Government of 
Canada, PCEC, Centra Gas B.C. and the banking 
syndicate. The outcome of these discussions is not 
determinable at this time. 


Based on the agreement in principle, PCEC’s 
contribution to net income applicable to common 
shares was $1 million in 1994, compared with 
$232 thousand in 1993 and $2 million in 1992. 


Empire State Pipeline 

The Company has a 35 percent interest in the Empire 
State Pipeline in upper New York state. The pipeline, 
which was put in service on November 1, 1993, 
indirectly connects Union Gas’ transportation and 
storage facilities in Ontario with markets in upper 
New York state. 


The contribution to net income applicable to common 
shares was $2 million in 1994. Total throughput in 
1994 was 43 billion cubic feet. 


In 1994, additional upstream compression was 

put in service by connecting pipeline facilities, which 
increased Empire's throughput capacity to 178 billion 
cubic feet. 


Gas Distribution 


The Company's gas distribution operations are carried 
on by Union Gas Limited, the Centra Gas Inc. 
companies and Pacific Northern Gas Ltd. (PNG). 


These companies distribute natural gas to 
approximately 1.3 million residential, commercial and 
industrial customers in Ontario, Manitoba, Alberta 
and British Columbia. Union Gas also transports and 
stores natural gas. 
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The gas distribution operating results have increased 
significantly in 1994 and 1993 over 1992 primarily 
due to the inclusion of a full year of Union Gas’ 
operations and higher earnings from Centra Gas. 


The Company's natural gas distribution business 
activities are highly seasonal, with the majority of gas 
deliveries occurring during the winter heating season 
from mid-October to mid-April. Gas sales during this 
period typically account for approximately two-thirds 
of annual gas distribution revenues, resulting in 
strong first quarter results, second and third quarters 
that show either small profits or losses, and strong 
fourth quarter results. 


The gas distribution business is also sensitive to 
variations from normal weather conditions. Colder 
than normal weather conditions produce higher 
revenues and earnings, with the opposite result 
occurring in warmer than normal weather conditions. 


Union Gas 

Union Gas distributes natural gas in southwestern 
Ontario and also transports and stores natural gas 
for participants in the natural gas markets of Ontario, 
Quebec and the central and eastern United States. 


The 1994 and 1993 results include a full year of 
operations of Union Gas which was acquired in 
November 1992. 


Throughput for 1994, 1993 and for the last two 
months of 1992 was: 


Years ended December 31 1994 1993 1992 
(billion cubic feet) 


Volume 
Sales and distribution 294 293 61 
Gas transported 594 558 118 


888 851 179 


Union Gas’ underground natural gas storage facilities, 
which are the largest in Canada, have a working 
capacity of 126 billion cubic feet. Union Gas has 

706 thousand natural gas customers. 


Operating revenues were $1,395 million in 1994, 


$1,345 million in 1993 and $259 million for the last 
two months of 1992. 
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The contribution to net income applicable to common 
shares from Union Gas for 1994, 1993 and for the 
last two months of 1992 was: 


Years ended December 31 ($million) 1994 1993 1992 


Net income contribution 58 50 17 


The increase in 1994 earnings over 1993 was 
primarily due to lower interest costs as a result of the 
repayment of interim acquisition debt in mid-1993. 
Higher earnings resulting from colder weather which 
were reported to the end of the third quarter were 
offset by lower earnings in the fourth quarter due 

to weather which was considerably warmer than 

in 1993. 


The higher earnings in 1993 over 1992 were due to 
the inclusion of a full year of operations, colder than 
normal weather and higher utilization of Union Gas’ 
natural gas transportation and storage facilities. 


The contribution to operating cash flow was $180 
million in 1994 compared with $185 million in 1993 
and $42 million for the last two months of 1992. 


In July 1994, Union Gas applied to the Ontario 
Energy Board (OEB) for approval of new rates for 
the year ending March 31, 1996. The public hearing 
on this application, which includes a review of the 
rates charged by Union Gas for the year ending 
March 31, 1995, is currently in progress. 


Prior to the hearing, settlement negotiations were 
held between Union Gas and certain intervenors. 
Among other items, the settlement agreement arising 
out of these negotiations proposes an 11.75 percent 
rate of return on common equity for the year ending 
March 31, 1995 and a 12 percent rate of return on 
common equity for the year ending March 31, 1996, 
while maintaining the deemed common equity 
component of rate base at 29 percent for both years. 
The negotiated settlement is subject to approval by 
the OEB. 


Composite calendar-year rates of return on common 
equity and the equity component of rate base for 
1993 and for the last two months of 1992 are 
outlined in note 1 to the consolidated financial 
statements. 


In August 1994, Union Gas and Centra Gas Ontario 
Inc. received approval from the OEB to proceed with a 
shared services plan to combine certain administrative 
departments and activities within Union Gas and 
Centra Gas Ontario in order to achieve operating 
efficiencies and reductions in the total cost of service 
for the benefit of their customers. 


Ongoing annual savings of approximately $16 million 
are projected to be achieved after a two year 
transition period. One-time costs of the restructuring 
are estimated to be approximately $12 million. The 
OEB is reviewing the rate impacts of the shared 
services plan for Union Gas and Centra Gas Ontario 
as part of the companies’ current rate applications. 


Union Gas’ capital expenditures were $271 million 
in 1994 and are projected to be approximately 
$292 million in 1995, primarily for pipeline, natural 
gas storage and distribution facilities. 


In 1994, Union Gas’ average rate base was $1,870 
million and is projected to be $2,055 million in 1995. 


Centra Gas and PNG 

Through its subsidiaries, Centra Gas distributes 
natural gas in Ontario, Manitoba, Alberta and British 
Columbia. PNG distributes natural gas in west-central 
British Columbia. 


Total throughput for these operations was: 


Years ended December 31 1994 1993 1992 
(billion cubic feet) 


Volume 
Sales and distribution 205 203 194 
Gas transported 79 74 is 


“284277269 


The number of customers increased to 573 thousand 
in 1994 compared with 546 thousand in 1993 and 
519 thousand in 1992. 


Operating revenues increased in 1994 to $1,056 
million compared with $959 million in 1993 and 
$903 million in 1992. 


The contributions to net income applicable to 
common shares from Centra Gas and PNG were: 


Years ended December 31 ($million) 1994 1993 1992 


Net income contribution 

Centra Gas 36 49 18 

PNG 2 2 2 
Seana 


As noted above, the 1992 earnings include a 
provision of $10 million for penalties pertaining to 
performance standards under an agreement between 
Centra Gas B.C. and the Province. 


In 1993, the provision was reversed as a result of 
an agreement in principle reached with the Province 
to modify the financial arrangements relating to the 
Vancouver Island Pipeline. 


After adjusting for the penalties, earnings in 1994 
decreased slightly compared with 1993, primarily 
due to warmer weather in the fourth quarter, lower 
allowed rates of return and higher interest costs, 
partially offset by colder weather in the first quarter 
and higher average rate bases. 


The increase in-1993 earnings over 1992 after 
adjusting for the penalties was primarily due to higher 
earnings from Centra Gas B.C. and lower interest 
costs. 


The contribution to consolidated operating cash 
flow amounted to $80 million in 1994 compared 
with $103 million in 1993 and $83 million in 1992. 


The allowable rates of return on common equity are 
decided in each province by the respective provincial 
regulatory authority. 


The rates of return on common equity and the 
common equity components of the respective rate 
bases are outlined in note 1 to the consolidated 
financial statements. 


The combined capital expenditures of Centra Gas and 
PNG were $160 million in 1994 and are projected to 
be approximately $161 million in 1995, primarily for 

new customer attachments and lateral pipelines. 
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The average rate bases of the companies for 1994 
and approximate projections for 1995 are: 


Years ended December 31 ($million) 1995 1994 


Average rate base 


Centra Gas Ontario 681 626 
Centra Gas Manitoba 276 262 
Centra Gas Alberta 122 119 
Centra Gas British Columbia 266 226 
PNG 143 130 
Others 12 12 

S00 Ra ESiio 


Centra Gas Ontario 

In April 1994, the OEB issued a decision approving 
final rates for Centra Gas Ontario for 1993 and 1994 
which were designed to yield a rate of return on 
common equity of 12.5 percent and 11.85 percent 
respectively, on a 36 percent deemed common equity 
component of rate base. 


In June 1994, Centra Gas Ontario applied to the 
OEB for approval of new rates for 1995 based on 

a 13.5 percent rate of return on common equity and 
a 36 percent deemed common equity component of 
rate base. A public hearing on this application was 
held and a decision is pending. 


Centra Gas Manitoba 

In May 1994, the Manitoba Public Utilities Board 
approved the use of the future test year method for 
determination of rates for Centra Gas Manitoba Inc. 
commencing in 1995. Previously, rates were set 
using a historical test year. 


In October 1994, Centra Gas Manitoba applied to 
the Manitoba Public Utilities Board for approval 

of new rates to be charged in 1995. In its 
application the company requested a 12.25 percent 
rate of return on common equity while maintaining 
the common equity component of rate base at 

40 percent. A public hearing on this application was 
held and a decision is pending. 


Centra Gas British Columbia 

As detailed in note 16 to the consolidated financial 
statements, definitive agreements have been settled 
between Centra Gas B.C. and the Province pertaining 
to an agreement in principle reached with the 
Province to modify the financial arrangements 
relating to the Vancouver Island Pipeline. 
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The agreements have not yet been executed pending 
receipt of approvals from the PCEC banking syndicate 
and the Government of Canada. The banking 
syndicate has advised that it did not support the 
proposed modifications. Further discussions are taking 
place among the Province, the Government of 
Canada, PCEC, Centra Gas B.C. and the banking 
syndicate. The outcome of these discussions is not 
determinable at this time. 


Pacific Northern Gas 

As a result of the British Columbia Utilities 
Commission's generic rate hearing, PNG’s 1994 rate 
of return on common equity was 11.5 percent with 
a common equity component of rate base of 

34 percent. The commission also approved an 
adjustment mechanism which has resulted in an 
allowed rate of return on common equity for 1995 
of 12.75 percent with a common equity component 
of rate base of approximately 35 percent. 


Gas Services 


In October 1993, the operations of the Company's 
gas marketing subsidiaries, Unigas Corporation 
(Unigas) and Canadian Hydrocarbons Marketing Inc., 
were combined and the corporate name changed to 
Westcoast Gas Services Inc. The combined operations, 
which market gas throughout Canada and the 
northern United States, rank as Canada’s third 

largest independent marketer of natural gas. 


The volume of natural gas marketed was: 


Years ended December 31 1994 1993 1992 
(billion cubic feet) 


Volume 393 347 111 


The increases are primarily due to the inclusion of 
Unigas' operations for a full year in 1993 and 1994. 


The contribution to net income applicable to common 
shares from gas service operations was: 


Years ended December 31 ($million) 1994 1993 1992 
Net income contribution 1 2 4 


Consolidated operating cash flow was impaired by 
$3 million in 1994, an improvement relative to the 
impairment of $12 million in 1993 and $7 million 
in 1992. 


These reductions to operating cash flow were 
primarily due to mismatched gas contracts which 
were entered into prior to the 1992 acquisition of 
Unigas. The majority of those mismatched contracts 
expired in the fourth quarter of 1993, and the 
balance have expired in 1994. Losses relating to 
those contracts were fully accrued at the time of 
acquisition. 


Power Generation 


Westcoast has interests in natural gas fired 
cogeneration plants in Canada and is developing 
additional projects in Canada and abroad. 

The Company also has a 50 percent interest in 

a power-line in northeastern British Columbia. 


The contribution to net income applicable to common 
shares from power generation operations was: 


Years ended December 31 ($million) 1994 1993 1992 


Net income contribution 6 pe (3) 


The increase in the 1994 earnings is primarily due 
to earnings from the 117-megawatt McMahon 
Cogeneration Plant which commenced commercial 
operations in August 1993 and from the 105- 
megawatt Lake Superior Power Cogeneration Plant 
which commenced commercial operations in 
December 1993. 


During 1994, the Fort Frances Cogeneration Plant 
operated at less than designed capacity due to a 
malfunction of its control system and consequent 
damage. The contribution from the facility, after 
accrual of insurance recoveries, was reduced for 
the first nine months of 1994. The plant was fully 
operational by the end of 1994. 


The contribution to consolidated operating cash 
flow from power generation operations for 1994 
was $10 million compared with $6 million in 1993 
and $4 million in 1992. 


Other Activities 


Other activities include non-utility operations and 
international activities. Unallocated corporate 
expenses which include financing costs and related 
income taxes that have not been allocated to any 
of the operating divisions are also included. 


The net income contribution of the other operations, 
after allocation of financing charges, was: 


Years ended December 31 ($million) 1994 1993 1992 


Net income contribution 
Corporate financing (19) (19) (16) 
Other (2)e Rett) (8) 


(21) 30) 24) 


Westcoast Energy International 

The Company, through its subsidiary Westcoast 
Energy International Inc., is actively pursuing energy 
related projects in Australia, Indonesia and China. 


In December 1994, the Company and the Broken Hill 
Proprietary Company Limited announced an alliance 
to undertake initial feasibility studies for a joint 
venture natural gas transmission pipeline in Australia. 
The proposed pipeline would carry natural gas north 
from the Bass Strait producing area to the city of 
Sydney and markets along the way. The Sydney 
market is currently served by a natural gas pipeline 
from the Cooper basin in south-central Australia. 


The Company considers that the Sydney market 
has significant potential for growth in industrial 
and commercial gas use. 


In December 1994, the Company, through an 
investment in PowerLink Corporation and certain 

of its subsidiaries, acquired a minority interest in the 
power generation and distribution assets of a major 
mine located in Irian Jaya, Indonesia. While this 

is the Company's first investment in Indonesia, the 
country offers attractive opportunities to utilize 

the Company's energy expertise and experience. 


Sable Gas Project 

In December 1994, the Company, in partnership 
with Panhandle Eastern Corporation, signed a 
memorandum of understanding with Mobil Oil 
Canada Properties and Shell Canada Limited to 
study the feasibility of building a pipeline to 
transport natural gas from the Sable Island area 
through Nova Scotia and New Brunswick to 
markets in eastern Canada and the northeastern 
United States. The Company will assume primary 
responsibility for coordinating the Canadian 
aspects of the pipeline study. 
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B.C. International Power Group 

In May 1994, the Company announced an agreement 
to establish a joint venture to pursue businesses and 
investment opportunities for power development in 
the Asia-Pacific region. The major participants are 
Westcoast Energy, Brown Boveri Inc. and the British 
Columbia Trade Development Corporation. 


Sulphur Products 

The Company has a 32 percent interest in the 
operations of a sulphur products facility at Prince 
George, British Columbia. The facility, which is 
operated and owned by the Company, produces 
sulphuric acid, sulphur dioxide, and alum. 


Natural Gas Exchange 

NGX Canada Inc. in a joint venture with Williams 
Energy Ventures, Inc. has developed an electronic 
trading system which matches buyers and sellers of 
natural gas for both same-day and forward contracts. 


NGxX is actively operating its natural gas trading 
system at the Intra-Alberta hub and the Empress hub 
in Canada. 


In the United States, Williams Energy provides 
electronic trading services at hubs located at Carthage 
and Waha, Texas, at Lebanon, Ohio, and at the Rocky 
Mountain hub near Opal, Wyoming. 


NrG Highway 

The Company has a 33 percent interest in NrG 
Information Services Inc. a joint venture project 
between the Company, TransCanada PipeLines Ltd. 
and Nova Gas Transmission Ltd. The joint venture has 
developed computer software, called NrG Highway, 
to allow pipeline customers to make contractual and 
operational arrangements for the transportation of 
natural gas through participating pipelines. 


Natural Gas Liquids 

In November 1994, the Company and Petro-Canada 
jointly announced that they have signed a conditional 
agreement to sell their respective 50 percent interests 
in the natural gas liquids facility at Taylor, British 
Columbia, subject to the satisfaction of certain 
conditions including execution of definitive 
agreements. 
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Discontinued Operations 


In May 1993, the Company completed the sale of its 
investment in Westcoast Petroleum Ltd. As detailed 
in note 18 to the consolidated financial statements 
the loss from the sale was recognized in 1992. 


This sale reflects the Company's strategy of focusing 
more exclusively on the regulated sector of the 
natural gas business, while divesting its oil and gas 
operations. The net proceeds of $238 million, which 
were received in 1993, were used to reduce the 
interim borrowing for the Union Energy acquisition. 


Taxation 


In addition to Federal and Provincial income taxes, 
the Company's operations are subject to significant 
amounts of indirect taxation. 


The amount of taxes paid by the Company and its 

subsidiaries in 1994 amounted to $291 million or 

61 percent of income before income taxes, indirect 
taxation and non-controlling interest. The types of 
taxes paid are: 


Year ended December 31 ($million) 1994 
Taxation 
Federal and Provincial income taxes 97 
Large corporation tax 11 
Current income taxes 108 
Property taxes 97 
Provincial capital and sales taxes 47 
Payroll related taxes 22 
Natural gas taxes TZ 
Other taxes and permits 5 
291 


Liquidity and Capital Resources 


The Company and its subsidiaries meet their cash 
requirements through funds generated from 
operations together with proceeds from the issue 
of common and preferred shares, and short and 
long term debt. 


The Company and its principal subsidiaries have 
operating lines of credit in excess of $1,400 million 
with Canadian chartered banks that enable the 
Company and its subsidiaries to borrow directly from 
the banks, to issue bankers’ acceptances, and to 
support commercial paper. 


The Company and its subsidiaries make use of short 
term funds in advance of long term debt issues and 
for interim financing. This short term borrowing 
results in large bank indebtedness balances. 


The Company's consolidated bank indebtedness and 
the portion of long term debt due within one year 
result in negative working capital from time to time. 


The Company and its subsidiaries raised $425 million 
by the issue of long term debt in 1994 compared 
with $508 million in 1993 and $885 million in 1992. 
The details of these additions to long term debt 

are provided in note 12 to the consolidated financial 
statements. 


At the time of the Union Energy acquisition, the 
Company indicated it intended to fund the $618 
million transaction through equity. 


The first segment of this financing was provided in 
1992, through the exchange of common shares of 
the Company amounting to $237 million for shares 
of Union Energy tendered in the course of the 
acquisition and the balance through short term debt. 


The second segment involved using the net proceeds 
of $238 million from the sale of Westcoast Petroleum 
to reduce the short term debt. 


The balance of the short term debt was repaid in 
July 1993 from the proceeds of eight million common 
shares which the Company issued through a public 
offering at a price of $20.25. Approximately 

1.8 million of the shares were issued in the United 
States under the multijurisdictional disclosure system. 


The Company also issues common shares through 
its Dividend Reinvestment and Share Purchase Plan. 
Common shares issued under the plan increased 
common stock by $22 million in 1994 compared 
with $15 million in 1993 and $9 million in 1992. 


Details of common share issues are provided in 
note 15 to the consolidated financial statements. 


In August 1994, the Company raised $125 million 
from the issue of the 6.90 percent Cumulative 
Redeemable First Preferred Shares, Series 4. 


In July 1993, the Company announced the 
redemption of all of the outstanding 8.25 percent 
Cumulative Redeemable Convertible Second Preferred 
Shares, Series A. In August 1993, approximately 

95 percent of the preferred shareholders exercised 
their conversion privileges, resulting in the issue of 
approximately 3.7 million additional common shares. 


In June 1992, the Company raised $120 million 
from the issue of the 8.08 percent Cumulative First 
Preferred Shares, Series 2. 


Details of preferred share issues are provided in 
note 14 to the consolidated financial statements. 


Outlook 


The North American natural gas market continues 
to grow and expand. Westcoast Energy's core 
businesses continue to perform strongly in this 
evolving continental market. The Company is 
continuing an aggressive capital investment program 
to meet the rising demand for natural gas. 


Within North America, the natural gas market is 
characterized by growing competition and the 
development of new value added services. The 
Company has a number of new businesses that are 
built on information technology which include 
electronic trading and gas marketing. Competition in 
the electronic trading of natural gas is very intense, 
thus it will take some time for this venture to 
become profitable. 


Westcoast continues to investigate a number of 
international projects but the Company will move 
in a measured way. Inherent in many of these 
markets is substantial political and commercial risk. 


Natural gas prices have oscillated in recent years. 
While price volatility is a concern to the industry, 

it is determined by market forces.and fluctuates due 
to supply/demand balances, weather, storage 
inventories and other factors. We expect some price 
variability to continue in the future as the industry 
evolves ways of smoothing out wide fluctuations 

in price. 
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Management Responsibility for Financial Reporting 


The consolidated financial statements and all 
information in this report have been prepared by 
and are the responsibility of management. The 
consolidated financial statements have been 
prepared in conformity with accounting principles 
generally accepted in Canada and include certain 
estimated amounts which are based on informed 
judgements to ensure fair representation in all 
material respects. When alternative accounting 
methods exist, management has chosen those it 
considers most appropriate. 


Management depends upon the Company's system 
of internal controls and formal policies and 
procedures to ensure the consistency, integrity and 
reliability of accounting and financial reporting, and 
to provide reasonable assurance that assets are 
safeguarded and that transactions are properly 
executed in accordance with management's 
authorization. Management is also supported and 
assisted by a program of internal audit services. 


The Board of Directors is responsible for ensuring 
that management fulfills its responsibility for 
financial reporting and for final approval of the 
consolidated financial statements. The Board of 
Directors performs this responsibility primarily 
through its Audit Committee. 


The Audit Committee is comprised solely of directors 
who are not employees of the Company or of its 
subsidiaries. The Audit Committee meets regularly 
with management, the internal auditors and the 
shareholders’ auditors to review the consolidated 
financial statements, the Auditors’ Report and other 
auditing and accounting matters to ensure that each 
group is properly discharging its responsibilities. 
Ernst & Young, Chartered Accountants, the 
shareholders’ auditors, have full and free access to 
the Audit Committee, as does the Director of Internal 
Audit Services. The Audit Committee reports its 
findings to the Board of Directors. 
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Ernst & Young has performed an independent audit of 
the consolidated financial statements in this report. 
Their audit was made in accordance with generally 
accepted auditing standards on behalf of the 
shareholders, and they have performed such tests and 
other procedures as they considered necessary. Their 
independent professional opinion on the fairness of 
these consolidated financial statements is included in 
the Auditors’ Report. 


February 10, 1995 


M.E.J. Phelps 
Chairman and Chief Executive Officer 


G.M. Wilson 
Executive Vice President and Chief Financial Officer 


Auditors’ Report 


To the Shareholders of Westcoast Energy Inc.: 


We have audited the consolidated balance sheets 
and the consolidated statements of long term debt of 
Westcoast Energy Inc. as at December 31, 1994 and 
1993 and the consolidated statements of operations, 
retained earnings and cash flow for each of the years 
in the three year period ended December 31, 1994. 
These financial statements are the responsibility of 
the Company's management. Our responsibility is to 
express an opinion on these financial statements 
based on our audits. 


We conducted our audits in accordance with 
generally accepted auditing standards. Those 
standards require that we plan and perform an audit 
to obtain reasonable assurance whether the financial 
statements are free of material misstatement. An 
audit includes examining, on a test basis, evidence 
supporting the amounts and disclosures in the 
financial statements. An audit also includes assessing 
the accounting principles used and significant 


estimates made by management, as well as evaluating 


the overall financial statement presentation. 


In our opinion, these consolidated financial statements 
present fairly, in all material respects, the financial 
position of the Company as at December 31, 1994 
and 1993 and the results of its operations and the 
changes in its financial position for each of the years 
in the three year period ended December 31, 1994 in 
accordance with accounting principles generally 
accepted in Canada. 


Vancouver, Canada 
February 10, 1995 


Ernst & Young 
Chartered Accountants 
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Consolidated Statements of Operations 


Westcoast Energy Inc. 


For the years ended December 31 ($million) 


Operating revenues 
Gas sales 

Gas transportation 
Other 


Operating expenses 

Cost of gas 

Operation and maintenance 
Depreciation 

Taxes — other than income taxes 


Operating income 


Other income 

Allowance for funds used during construction 
Equity in earnings of joint ventures (Note 11) 
Investment and other income 


Other expenses 
Interest on debt (Note 12) 
Other (Note 6) 


Income before undernoted items 


Income taxes (Note 3) 
Current 
Deferred 


Non-controlling interest 
Net income from continuing operations 
Discontinued operations (Note 18) 


Net income (loss) 


Provision for dividends on preferred shares 
Net income (loss) applicable to common shares 


Common shares — weighted average (million) 


Per common share — basic (Note 7) 
From continuing operations 
After discontinued operations 


Dividends per common share 


See accompanying notes 
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1994 1993 1992 
2,978 2,908 (52911 
562 541 400 
172 178 89 
3,712 3,627 1,780 
2,269 2,248 929 
527 513 320 
220 198 116 
123 tt 84 
3,139 3,076 1,449 
573 551 331 
Dy, 12 7 
29 16 18 
‘21 id 21 
650 596 377 
343 319 208 
16 25 24 
359 344 232 
291 252 145 
108 91 AG 
(11) (18) (3) 
97 73 43 
194 179 102 
21 21 5 
173 158 97 
ee 2p (161) 
173 158 (64) 
16 16 14 
157 142 (78) 
86 78 60 
$1.83 $182 O37. 
$1.83 $1.82 $(4es) 
$0.89 $0.82 $0.80 


Consolidated Statements of Cash Flow 


Westcoast Energy Inc. 


For the years ended December 31 ($million) 


Operating activities 

Net income from continuing operations 

Add (deduct) items to reconcile to net cash 
Non-controlling interest 

Equity earnings less dividends received 

Deferred income taxes 

Depreciation and amortization 

Other 

Operating cash flow 

Operating cash flow of discontinued operations (Note 18) 


Non-cash working capital changes (Note 8) 
Non-cash working capital changes of discontinued 
operations (Note18) 


Investing activities 

Additions to fixed assets 

Sale of Westcoast Petroleum (Note 18) 

Union Energy (Note 17) 

Other 

Investing activities of discontinued operations (Note 18) 
Net cash used by investing activities 


Financing activities 

Long term debt additions 

Long term debt repayments 

Receipt of Westcoast Petroleum loan 

Common shares issued 

Preferred shares issued 

Preferred shares redeemed 

Dividends paid 

Financing activities of discontinued operations (Note 18) 
Net cash (used) provided by financing activities 


Increase (decrease) in cash and cash equivalents 
during the year 

Cash and cash equivalents, beginning of year 

Union Energy — bank indebtedness at acquisition 

Discontinued operations — cash on disposition 

Cash and cash equivalents, end of year 


Operating cash flow per common share (Note 7) 
From continuing operations 
After discontinued operations 


Cash and cash equivalents consist of cash and short term investments net of bank indebtedness. 


See accompanying notes 


1994 1993 1992 
173 158 97 
21 21 5 
(9) (10) (12) 
(11) (18) (3) 
207 209 119 
(49) 1 13 
332 361 219 
— 22 59 
332 383 278 
(52) (126) 18 
— 3 2 
280 260 298 
(910) (573) (315) 
— 248 _ 
— — (618) 
(42) (45) 4 
— 5 (51) 
(952) (365) (980) 
424 505 878 
(53) (788) (146) 
— 150 = 
24 244 246 
121 50 iy 
— (129) = 
(112) (99) (67) 
am (2) (6) 
404 (69) 1,022 
(268) (174) 340 
(753) (553) (483) 
~ - (410) 
—— (26) — 
(1,021) (753) (553) 
$3.86 $4.61 $3.65 
$3.86 $4.89 $4.64 
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Consolidated Balance Sheets 
Westcoast Energy Inc. 


December 31 ($million) 1994 1993 

ASSETS 

Current assets 

Accounts receivable 

a Trade 489 5 1 3 

— Other 61 44 

— Due from related parties 44 53 

Inventory (Note 10) 407 318 

Prepayments 17 21 
1,018 949 

Investments (Note 11) 

Joint ventures 224 177 

Other 27 30 

251 207 

Fixed assets (Note 9) 

Plant, property and equipment 7,927 7,027 

Less accumulated depreciation 1,905 as 
6,022 5,306 

Deferred charges 131 100 
7,422 6,562 


On behalf of the Board: 


Mie 


Director Director 
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LIABILITIES 


Current liabilities 

Bank indebtedness (Note 13) 

Accounts payable 

Income and other taxes payable (Note 3) 
Interest on debt 

Long term debt due within one year (Note 12) 


Long term debt (Note 12) 
Deferred income taxes (Note 3) 
Contributions and grants in aid of construction 


Non-controlling interest 
Preferred 
Common 


PREFERRED SHAREHOLDERS’ EQUITY 


Preferred stock (Note 14) 


COMMON SHAREHOLDERS’ EQUITY 


Common stock (Note 15) 
Retained earnings 


Contingencies (Note 19) 


See accompanying notes 


1994 1993 
1,021 753 
457 472 
27 35 

81 71 
171 a2 
1,757 1,383 
3,119 2,867 
379 372 
178 176 
233 238 
28 26 
261 264 
280 155 
1,056 1,032 
392 313 
1,448 1,345 
7,422 6,562 
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Consolidated Statements of Long Term Debt 
Westcoast Energy Inc. 


December 31 ($million) Due Date 1994 


Westcoast Energy Inc. 


1993 


Debentures 

9.875% — 1998 Series 1998 36 42 
10.50% — 1999 Series 1999 42 48 
12.25% — 2000 Series 2000 42 48 
12.50% — 1995 Series 1995 75 75 
10.60% — 2006 Series 2006 44 46 
11.55% — 2002 Series 2002 50 50 
11.30% — 1997 Series 1997 50 50 
10.75% — 1998 Series 1998 50 50 
10.375% — Series K 1999 60 60 
12.55% — Series L 2010 100 100 
11.00% — Series M 2001 100 100 
9.05% — Series N 2002 100 100 
8.50%  — Series O 2018 150 150 
8.30% — Series P 2013 100 100 
9.70%  —Series Q 2004 150 — 
Term bank loans 

5.7% — fixed rate 1996 14 18 
Union Energy Inc. and subsidiaries 

Debentures 

13.375%— 1980 Series 2000 44 45 
17.50% — 1981 Series 1996 9 11 
14.25% — 1982 Series 2002 14 15 
13.00% — 1983 Series 2003 20 22 
10.625% — 1986 Series 2005 75 5 
10.50% — 1988 Series 1998 50 50 
11.55% — 1988 Series II 2010 97 100 
10.625% — 1989 Series 2011 125 125 
11.50% — 1990 Series 2015 150 150 
8.80%  — 1992 Series 1997 50 50 
9.70%  — 1992 Series 2017 125 125 
8.75% — 1993 Series 2018 125 125 
7.90% — 1994 Series 2014 150 _- 
9.75%  — 1994 Series II 2004 125 — 
WestCoast Gas Inc. 

Term bank loans 

6.4% — average year end rate 

(4.8% — 1993) 2000 350 350 
Carried forward 2,672 2,280 
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Consolidated Statements of Long Term Debt 
Westcoast Energy Inc. 


December 31 ($million) Due Date 1994 1993 
Balance forward 2,672 2,280 


Centra Gas Inc. and subsidiaries 

Senior Debentures 

10.0% — average fixed rate 1995/2018 516 526 
Sundry notes and mortgages 

10.7% — average fixed rate 


(10.9% — 1993) ; 1995/2002 34 4] 

Pacific Northern Gas Ltd. 

Debentures 

10.9% — average fixed rate 

(11.1% — 1993) 1997/2018 68 72 
3,290 2,919 

Deduct long term debt due within one year 171 52 
SPielb te) 2,867 

See accompanying notes 

Consolidated Statements of Retained Earnings 

Westcoast Energy Inc. 

For the years ended December 31 ($million) 1994 1993 1992 

Retained earnings, beginning of year 313 239 368 

Net income (loss) 173 158 (64) 

Share issue costs (Notes 14 and 15) (2) (3) (2) 

484 394 302 

Dividends 

Common shares 76 65 49 

Preferred shares 16 16 14 

92 81 63 
Retained earnings, end of year IZ Ota no 313 yaad eee 1239 


See accompanying notes 
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Notes to Consolidated Financial Statements 
Westcoast Energy Inc. 
December 31,1994 


1. Accounting Policies 


Accounting Principles 

The Company is incorporated under the laws of Canada and prepares its accounts in accordance with 
accounting principles generally accepted in Canada which, as applied in these financial statements except 
as described in Note 5, conform in all material respects with accounting principles generally accepted in the 
United States. The consolidated financial statements are presented in Canadian dollars. 


Consolidation 
The consolidated financial statements include the accounts of the Company and its subsidiaries. 
The major subsidiaries included are the following: 


Union Energy Inc. — 100% owned 

— Union Gas Limited — 100% owned 

— Westcoast Gas Services Inc. —- 100% owned 

— St. Clair Pipelines Ltd. - 100% owned 

WestCoast Gas Inc. — 100% owned 

— Centra Gas Inc. — 100% owned 

— Centra Gas Ontario Inc. — 100% owned 

— Centra Gas Manitoba Inc. — 99.9% owned 

— Centra Gas Alberta Inc. — 100% owned 

— Centra Gas British Columbia Inc. — 100% owned 

Pacific Northern Gas Ltd. — 41% owned, including 100% of the voting shares 
Westcoast Power Inc. — 100% owned 

Westcoast Transmission Company (Alberta) Ltd. — 100% owned 
Westcoast Energy Risk Inc. — 100% owned 

NGX Canada Inc. — 100% owned 


Joint Ventures 
The following major joint ventures are accounted for by the equity method: 


Foothills Pipe Lines Ltd. - 50% owned 

Pacific Coast Energy Corporation — 50% owned 

Empire State Pipeline — 35% owned 

McMahon Cogeneration Project — 50% owned 

Lake Superior Power Limited Partnership — 50% owned 
Whitby Cogeneration Project — 50% owned 

Fort Nelson Powerline Project — 50% owned 
PowerLink Project — 19% owned 


Gas Distribution Revenue Recognition 
Gas sales revenue for the Gas Distribution Division is recorded on the basis of meter readings plus an estimate 
of customer usage since the last meter reading to the end of the fiscal period. 


Regulation 

The Company and certain of its subsidiaries are engaged in utility operations which are subject to regulation 
by Federal or Provincial agencies within Canada. The Company's pipeline operations, Foothills Pipe Lines Ltd. 
and St. Clair Pipelines Ltd. are subject to regulation by the National Energy Board. The other utility companies 
are subject to regulation by the utility regulatory authorities in the province in which they operate. The 
regulatory authorities exercise statutory authority over matters such as rate of return, natural gas exports, 


construction and operation of natural gas facilities, accounting practices and rates, tolls and charges of the 
Company and its subsidiaries. 
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The regulatory approved or applied for rates of return on common eauity applicable to utility operations are: 


For the years ended December 31 (percent) Equity Component of Rate Base Return on Common Equity 
1994 1993 1992 1994 1993 1992 
Pipeline Activities 
Westcoast Energy Inc. 35 35 35.11.50 1225 12.50 
Gas Distribution 
Union Gas Limited 29 29 29 +11.94 12.63 13.00 
Centra Gas Ontario Inc. 36 36 36—s- 111.85 12.50 (3350 
Centra Gas Manitoba Inc. 40 40 40 11.25 (2:13 12.85 
Centra Gas Alberta Inc. 24 24 24 = 13.25 13.25 13.25 
Centra Gas British Columbia Inc. 28 25 23 8.68 7.90 6.00 
Pacific Northern Gas Ltd. 34 33 33. —- 11.50 13225 13.25 


Income Taxes 

The Company and its subsidiaries, other than Union Gas Limited, provide for income taxes relating to utility 
operations using the income taxes currently payable method as directed by the regulators. Under the income 
taxes currently payable method, no provision is made for income taxes deferred as a result of differences in 
timing between the treatment for income tax and accounting purposes of various items of income and 
expenditure. The income tax allocation method is used by Union Gas Limited and for non-utility operations of 
the Company and its subsidiaries. Under this method, provision is made for income taxes deferred principally as 
a result of claiming capital cost allowance for income tax purposes in excess of depreciation provided in the 
accounts. Investment tax credits are accounted for by using the cost reduction method for non-utility operations 
and the currently payable method for utility operations other than Union Gas Limited. 


Translation of United States Funds 

Long term debt payable in United States funds is translated into Canadian dollars at exchange rates prevailing 
at the end of each year. Any unrealized foreign exchange gain or loss is deferred. The portion of any foreign 
exchange gain or loss that is related to the financing of utility assets is included in cost of service as realized, 
The unrealized foreign exchange gain or loss not recoverable through cost of service is amortized on a straight- 
line basis over the remaining life of the long term debt. Funds on deposit with banks and current liabilities 
payable in United States funds have been translated into Canadian dollars at the exchange rate prevailing at 
the end of each year. Any resulting gain or loss is reflected in income. 


Plant, Property and Equipment 
Plant, property and equipment are recorded at cost. In accordance with normal utility practice, the cost of utility 
plant, property and equipment includes an allowance for funds used during construction. 


Depreciation 

Depreciation of assets employed in utility operations is provided on the straight-line method at rates approved 
by regulatory authorities. Other non-utility assets are depreciated on the straight-line method. The various rates 
used by the Company and its subsidiaries resulted in a composite rate of 2.9% for the year ended December 31, 
1994 (for the year ended December 31, 1993 — 2.9%, for the year ended December 31, 1992 — 3.4%). 


Contributions and Grants in Aid of Construction 

Contributions and grants in aid of construction are represented primarily by non-refundable contributions from 
large customers and grants from governmental bodies in support of specific pipeline and distribution facilities. 
These amounts are amortized to income at rates approved by the respective regulator. 
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Notes to Consolidated Financial Statements 


Capitalization and Maintenance 

Maintenance and repairs are charged to expense accounts when incurred. The costs of major replacements, 
extensions or improvements are capitalized as plant, property and equipment. Upon retirement or sale of items ~ 
of utility plant, property or equipment, the original costs associated with such items are charged against the 
applicable accumulated depreciation accounts and the net proceeds of disposal are credited to accumulated 
depreciation. 


Inventory 
Materials and supplies are valued at the lower of average cost or net realizable value. Natural gas inventories 
are valued at cost as prescribed by the regulators. 


Deferred Charges 

Costs related to long term debt are amortized over the life of the respective debt issues. Share issue costs of 
the Company are charged to Retained Earnings, except for those relating to the 7.68% ($1.92) Cumulative 
Redeemable Retractable First Preferred Shares, Series 1 which are being amortized on a straight-line basis over 
ten years, as directed by the National Energy Board. Costs relating to projects which are expected to benefit 
future periods are deferred. Deferred costs applicable to projects which have been terminated are expensed. 
Certain costs as required or permitted by the regulators have been deferred to be recovered from future 
revenues. Intangible gas marketing assets relating to natural gas contracts are being amortized on a straight- 
line basis over the life of the contracts. 


Pension and Other Post Retirement Benefits 

Pension costs and obligations are determined annually by independent actuaries using management's best 
estimates. Pension expense consists of current service costs and adjustments arising from plan amendments, 
changes in assumptions, and experience gains or losses which are amortized on a straight-line basis over the 
expected average remaining service life of each employee group. The costs of health care and life insurance 
benefits for retirees are recorded during the period in which they become payable. 


Future Removal and Site Restoration Costs 

The Canadian Institute of Chartered Accountants recommends that, when reasonably determinable, provision 
should be made for future removal and site restoration costs, net of expected recoveries, in a rational and 
systematic manner by charges to income. The regulators have not yet directed that future removal and site 
restoration costs are to be accrued. Upon retirement, the original cost of depreciable fixed assets, together 
with the cost of removal net of salvage proceeds, is charged to accumulated depreciation. The regulators of 
some of the gas distribution operations have approved depreciation rates which are based on original costs 
plus certain anticipated removal costs. 


Natural Gas Supply and Marketing 

The natural gas supply of the Company's utility gas distribution operations includes gas supply contracts with 
pricing mechanisms that reflect monthly variations in the price of gas, rather than fixed prices. For some of 
these contracts the effective purchase price has been fixed through the use of gas price swap contracts. The 
differences between the price of natural gas used for toll purposes and the effective cost of gas purchased is 
deferred for future disposition as approved by the respective regulators. 


The Company's gas marketing operations use a variety of risk management tools, including fixed or floating 
natural gas price swaps, foreign exchange forward contracts, natural gas exchanges, and natural gas contracts 
on the New York Mercantile Exchange, to manage their natural gas marketing portfolio. These contractual 
arrangements are used and accounted for as hedges against aggregate purchases and sales. Gains and losses 


arising from the purchase and sale of gas, both physical and financial, are recognized in income based on the 
physical movement of gas. 
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2. Segmented Information 


The operations of the Company comprise the following business activities: 

m Pipeline Activities — processing and transportation of natural gas; 

a Gas Distribution — distribution of natural gas, including transportation and storage of natural gas 
by Union Gas Limited; 

m Gas Services — marketing of natural gas; 

Power Generation — generation of electrical and thermal energy from natural gas; 

m Other Activities — other operations, including unallocated corporate financing expenses and 
international activities. 


The following business activities represent the combination of legal entities and reflect the allocation of 
financing costs and related income taxes as applicable: 


($million) Pipeline Gas Power Other 

Activities Gas Distribution Services Generation Activities Total 

Union Gas Centra Gas 
& PNG 
1994 
Operating revenues 390 1,395 1,056 801 42 20S ae 
Operating expenses 
— Depreciation 47 107 55 2 7 2 220 
— Other 198 1,017 844 793 32 So aS 
Operating income 145 271 157 6 3 (9) 573 
Other income 36 3 4 — 19 15 di. 
181 274 161 6 22 6 650 

Other expenses 100 128 95 2 8 26 359 
Income before undernoted items 81 146 66 4 14 (20) 291 
Income taxes 3 73 22 3 8 (12) 97 
Non-controlling interest — 15 6 — — — 21 
Net income loss) 78 58 38 | 6 (8) 173 
Provision for preferred dividends 3 — — — — 13 16 
Net income (loss) 
— applicable to common shares 75 58 38 1 6 (21) 157 
Per common share — basic $0.88 $0.67 $0.45 $0.01 $0.07  $(0.25) $1.83 
Operating cash flow 100 180 80 (3) 10 (35) 332 
Operating cash flow per common share $1.16 $2.09 $0.93 _$(0.03) $0.12 _$(0.41) __$3.86 
Additions to fixed assets 443 271 160 i 1 35 910 
Total assets 2,123 2,969 1,928 eS 198 89 7,422 
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($million) Pipeline Gas Power Other 
Activities Gas Distribution Services Generation Activities Total 
UnionGas Centra Gas 
& PNG 

1993 
Operating revenues 385 1,345 959 868 47 23 3,627 
Operating expenses 
— Depreciation 43 95 49 2 8 1 198 
— Other 212 995 Thee) 859 36 (ERGs) 
Operating income 130 255 157 7 3 (1) 551 
Other income Wy 4 7 — 5 12 45 

147 259 164 7 8 11 596 
Other expenses 81 132 87 1 4 39 344 
Income before undernoted items 66 127 77 6 4 (28) 252 
Income taxes (4) 62 21 4 ?) (12) 73 
Non-controlling interest — 15 5 = ae 1 Zh 
Net income (loss) 70 50 5] 2 2 (17) 158 
Provision for preferred dividends 3 — — om aaa 13 16 
Net income (loss) 
— applicable to common shares 67 50 51 2 2 (30) 142 
Per common share — basic $0.86 $0.64 $0.66 $0.02 $0.03 $(0.39) $1.82 
Operating cash flow 
— Continuing operations 103 185 103 (12) 6 (24) 361 
— Discontinued operations — — _ — — 22 22 

103 185 103 (12) 6 (2) 383 
Operating cash flow per common share 
— From continuing operations $1.31 $2.36 $1.32  $(0.15) $0.07 $(0.30) $4.61 
— After discontinued operations $1.31 $2.36 $1.32  $(0.15) $0.07 —$(0.02) $4.89 
Additions to fixed assets 
— Continuing operations 190 216 163 os —— 4 a73 
— Discontinued operations — — — = a 21 21 

190 216 163 — — 25 594 
Total assets 1,686) > 72;/53 1,801 124 172 26 «6,562 
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($million) 


1992 

Operating revenues | 
Operating expenses 
— Depreciation 

— Other 

Operating income 
Other income 


Other expenses 

Income before undernoted items 
Income taxes 

Non-controlling interest 

Net income (loss) 

— from continuing operations 
Discontinued operations (Note 18) 
Net income (loss) 

Provision for preferred dividends 
Net income (loss) 

— applicable to common shares 


Per common share — basic 
— From continuing operations 
— After discontinued operations 


Operating cash flow 
— Continuing operations 
— Discontinued operations 


Operating cash flow per common share 


— From continuing operations 
— After discontinued operations 


Additions to fixed assets 
— Continuing operations 
— Discontinued operations 


Pipeline Gas Power Other 
Activities Gas Distribution Services Generation Activities Total 
Union Gas Centra Gas 
& PNG 
362 259 903 199 33 24 1,780 
40 15 52 va 6 3 116 
186 182 722 191 28 24 ips33 
136 62 129 8 (1) (3) 331 
2/7 3 6 — — 10 46 
163 65 135 8 (1) 7 hil 
82 Dy 89 | 3 30 232 
81 38 46 7 (4) (23) 145 
9 21 21 3 (1) (10) 43 
— — 5 oa —- — 5 
2 lz 20 4 (3) (13) 97 
— — — — --- (161) (161) 
WW? 17 20 4 (3) (174) (64) 
5 = = = —— A 14 
69 Wy, 20 4 (3) (185) (78) 
$1.14 $0.29 $0.32 $0.06 $(0.05) $(0.39) $1.37 
$1.14 $0.29 $0.32 $0.06 $0.05) $(3.07) —$(1.31) 
105 42 83 7 4 (22) 219 
— — a — — 59 59 
105 42 83 7 4 By 278 
$1.75 $0.70 $1.38 $0.11 $0.07 $(0.36) $3.65 
$1.75 $0.70 $1.38 $0.11 $0.07 $0.63 $4.64 
(32 SM 143 — 2 | hil! 
= — — — —- 24 24 
[sp 3 143 — y) 25 339 
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3. Income Taxes 


A reconciliation between the statutory and the effective rate of income taxes is provided as follows: 


For the years ended December 31 ($million) 1994 1993 1992 
Income before income taxes, non-controlling interest 
and loss from sale of discontinued operations: 
— Continuing operations 291 gy) 145 
— Discontinued operations (Note 18) — — (6) 
291 252 139 
Combined statutory tax rates (percent) 44.3 44.6 44.6 
Federal and Provincial income tax rates applied to 
accounting income 129 112 62 
Increase (decrease) in income taxes resulting from: 
— The application to the Company's utility operations 
of the currently payable method of accounting for 
income taxes due to: 
— Capital cost allowance claimed for income tax 
purposes in excess of depreciation and amortization (18) (22) (19) 
— Other items deducted for income tax purposes in 
advance of accounting charges (24) (22) 2 
(42) (44) 
— Equity earnings (5) (6) 7 
— Large corporation tax in excess of surtax 11 9 6 
— Other 4 2 i2 
(32) (39) (20) 
Provision for income taxes 97 73 42 
Effective rate of income taxes (percent) 33.3 29.1 29.8 
The provision for income taxes has been allocated as follows: 
For the years ended December 31 ($million) 1994 1993 1992 
Continuing operations 97 i 43 
Discontinued operations (Note 18) — — (1) 
97 13 42 


With respect to the computation of deferred income taxes, the sources of timing differences and the income 


tax effects of each were: 


For the years ended December 31 ($million) 1994 1993 1992 
Capital cost allowance claimed for income tax purposes in 

excess of (less than) depreciation and amortization (12) (16) (13) 
Amortization of utility timing differences previously recorded — (7) — 
Other net timing differences 1 5) 4 
Deferred income taxes (11) (18) (9) 
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The deferred tax component of the deferred income tax provision has been allocated as follows: 


For the years ended December 31 ($million) 1994 1993 1992 
Continuing operations (11) (18) (3) 
Discontinued operations (Note 18) = — (6) 


(11) (18) (9) 


If all the companies had used the income tax allocation basis for regulated utility operations, the provision for 
the years ended December 31 and the unrecorded accumulated provisions would be: 


For the years ended December 31 ($million) 1994 1993 1992 
Balance beginning of year 414 37] 340 
Increase (decrease) in unrecorded taxes: 

— Current year 42 44 31 
— Discontinued operations —_ (8) — 
— Prior year amortization — ) = 
Balance end of year 456 414 371 


4. Pension Plans 


The Company and its subsidiaries have defined benefit pension plans and retirement arrangements covering 
substantially all employees. Normal retirement benefits under these plans commence at age 65 and are related 
to employees’ remuneration and years of service. 


The pension costs for the year ended December 31, 1994 were $16 million (for the year ended December 31, 
1993—$17 million, for the year ended December 31, 1992—$12 million). 


The pension fund assets at market-related values and the projected pension obligation at present value are set 
out below. The projected pension obligation represents the discounted value of benefits expected to be paid to 
plan members, based on projected salaries. 


December 31 ($million) 1994 1993 


Pension fund assets 


Westcoast Energy Inc. 83 70 
Union Energy Inc. 217 211 
Centra Gas Inc. 86 77 
Others if 6 

393 364 


Projected pension obligation 


Westcoast Energy Inc. 84 74 
Union Energy Inc. 217 209 
Centra Gas Inc. 83 76 
Others 9 7 

393 366 
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5. Reconciliation of Generally Accepted Accounting Principles 


The Company prepares its accounts in accordance with accounting principles generally accepted in Canada, 
which parallel accounting principles generally accepted in the United States in most areas. 


The following reconciliations reflect the major differences in these accounting principles where applicable, as 
required by the Securities and Exchange Commission and stock exchanges in the United States (see Note 17 for 


pro forma information). 


If accounting principles generally accepted in the United States were followed, the effect on consolidated net 


income would be: 


For the years ended December 31 ($million) 1994 1993 1992 
Net income from continuing operations (as reported) 173 158 97 
Adjustments for income taxes (a) 6 3 1 
Net income from continuing operations — adjusted 179 161 98 
Discontinued operations — adjusted (b) — 40 (4) 
Net income — adjusted 179 201 94 
Provision for dividends on preferred shares 16 16 14 
Net income applicable to common shares — adjusted 163 185 80 
Common stock — weighted average and common stock 

equivalents (million) 86 78 60 
Per common share — primary 
— From continuing operations $1.90 $1.86 $1.40 
— After discontinued operations $1.90 $2.37 $1.34 
Consolidated balance sheet items under accounting principles generally accepted in the United States 
would be: 
December 31 ($million) 1994 1993 
Assets 
Deferred income taxes (a) 14 22 
Deferred charges (a) 986 878 
Liabilities 
Deferred income taxes (a) 1,242 1,168 
Retained earnings 404 319 


(a) The comparative figures for 1992 do not reflect the requirements of Statement of Financial Accounting 


Standards (SFAS) 109, Accounting for Income Taxes, which was not applicable to the Company until 


January 1, 1993. SFAS 109 requires deferred income tax balances to be adjusted to reflect current legislated 


tax rates. For utility operations using the income taxes currently payable method, SFAS 109 requires the 


recording of deferred income taxes applicable to timing differences, with a corresponding deferred charge. 
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(b) The sale of the investment in the discontinued oil and gas operations (Note 18) resulted in a gain in 1993 
of $40 million under the Securities and Exchange Commission accounting rules for the application of the full 
cost method of accounting. Under these rules capitalized costs were measured by the use of the standardized 
measure of discounted future cash flows from proven oil and gas reserves on a country by country basis, which 
required provisions in prior years against the recorded value for these assets. 


(c) The following fair market value information is provided solely to comply with SFAS 107 disclosure 
requirements. The Company cautions readers in the interpretation of the impact of these estimated fair market 
values due to the regulated nature of the Company's operations. Based on the current regulatory process, any 
gains or losses arising from utility related financial instruments would be treated as part of the cost of service. 
Fair market values have been estimated by reference to quoted market prices for the same or similar 
instruments where available. The carrying amounts and fair market values of the Company's financial 
instruments are as follows: 


December 31, 1994 ($million) Carrying Approximate Fair 
Value Market Value 

Assets 

Accounts receivable 594 594 

Investments (other than joint ventures) 27 40 

Liabilities 

Current liabilities 1,757 1,762 

Long term debt 3,119 3,108 


(d) SFAS 87 pension fund assets are measured at current market values rather than at average market-related 
values and the present value of the accrued pension plan obligations are discounted using current interest 
rates which may be different than management's assumptions for interest rates. Using the requirements of 
SFAS 87, the consolidated pension fund assets would be $400 million and the consolidated pension obligation 
would be $301 million at December 31, 1994, and the pension cost would be $11 million for the year ended 
December 31, 1994. 


6. NGL Plant 
In November 1994 the Company announced that it had entered into a conditional agreement to sell its 
50 percent interest in the Natural Gas Liquids recovery plant at Taylor, British Columbia. The sale is subject to 


finalizing definitive agreements and obtaining required approvals. 


In 1993, the Company reduced its carrying value of this investment to nil by an unusual charge to income of 
$17 million ($10 million after income taxes). 
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7. Earnings and Cash Flows per Common Share 


Basic earnings per common share are calculated using the weighted average number of common shares 
outstanding during the year. There would be no significant dilutive effect on earnings per common share as a 
result of the exercise of share purchase options, issue of shares under the Dividend Reinvestment and Share 


Purchase Plan, or conversion of preferred shares. 


Operating cash flow per common share is also calculated using the weighted average number of common 
shares outstanding applied to cash flow from operating activities before adjustments for non-cash working 


capital changes. 


For the years ended December 31 


Number of shares (million) 

Shares outstanding at the beginning of the year 

Changes due to treasury shares issued, options exercised, 
conversion of preferred shares and shares issued under 
the Dividend Reinvestment and Share Purchase Plan 

Weighted average shares for the year 


Net income (loss) applicable to common shares ($million) 
From continuing operations 
After discontinued operations 


Earnings per common share — basic 
From continuing operations 
After discontinued operations 


Operating cash flow before non-cash working 
capital changes ($million) 

From continuing operations 

After discontinued operations 


Operating cash flow per common share 
From continuing operations 
After discontinued operations 


8. Non-Cash Working Capital Changes 


1994 


85 


1993 1992 
73 57 

5 3 

78 60 
142 - 83 
142 (78) 
$1.82 $I.37 
$1.82 $(1.31) 
361 219 
383 278 
$4.61 $3.65 
$4.89 $4.64 


The changes in the non-cash working capital for operating activities of continuing operations consist of: 


For the years ended December 31 ($million) 


Accounts receivable 
Inventory and prepayments 
Accounts payable 

Interest and taxes payable 
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1994 1993 1992 
(8) (56) (30) 
(85) (84) 32 
29 32 (4) 
12 (18) 20 
(52) (126) 18 


9. Fixed Assets 


The Company's consolidated fixed assets consist of: 


December 31 ($million) 1994 1993 
Plant, property and equipment 
Pipeline activities 
Natural gas pipeline system 1,561 1375 
Processing plant 854 562 
Other 103 103 
Construction work in progress 75 87 
2,593 Ded 
Gas distribution 
Natural gas pipeline and distribution system 3,741 3,504 
Natural gas storage 480 458 
Other 803 693 
Construction work in progress 102 76 
5,126 4731 
Other 
Cogeneration plant 120 119 
Processing plant 58 43 
Other 30 vy 
208 169 
7,927 7027 
Accumulated depreciation 
Pipeline Activities 750 705 
Gas Distribution 1,090 960 
Other 65 56 
1,905 1,721 
6,022 5,306 
10. Inventory 
The Company's consolidated inventory consists of: 
December 31 ($million) 1994 1993 
Gas in storage 302 232 
Line pack 7 7 
Materials and supplies 98 79 
407 318 
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11. Investments 


The following joint ventures are accounted for by the equity method: 


Pipeline Activities 

Foothills Pipe Lines Ltd. 

The Company has a 50 percent interest in Foothills Pipe Lines Ltd. (Foothills), which has been given the 
responsibility by the National Energy Board to construct the Canadian portion of the Alaska Natural Gas 
Transportation System for transportation of Alaskan natural gas through Canada to the United States border. 
Sections of the system were prebuilt from Caroline, Alberta to Monchy, Saskatchewan and Kingsgate, British 
Columbia. Foothills currently transports Canadian natural gas to markets in the United States through the 
prebuilt sections. 


Pacific Coast Energy Corporation 
The Company has a 50 percent interest in Pacific Coast Energy Corporation which has constructed and is 
operating the natural gas pipeline from the lower mainland of British Columbia to Vancouver Island. 


Empire State Pipeline 
The Company has a 35 percent interest in the Empire State Pipeline which indirectly connects the transportation 
and storage facilities of Union Gas Limited with markets in upper New York State. 


Power Generation 

McMahon Cogeneration 

The Company has a 50 percent interest in the McMahon Cogeneration Plant at Taylor, British Columbia. The 
117-megawatt plant provides electricity to the provincial power grid and provides heat to the Company's 
McMahon Gas Plant complex. 


Lake Superior Power 

The Company has a 50 percent interest in the Lake Superior Power Project at Sault Ste. Marie, Ontario. The 
105-megawatt plant provides electricity to the provincial power grid and provides heat to the St. Marys Paper 
Inc. mill at Sault Ste. Marie. 


Whitby Cogeneration Project 

The Company has acquired a 50 percent interest in a cogeneration project to construct a 50-megawatt plant at 
Whitby, Ontario. The plant will provide electricity to the provincial power grid and will provide heat to the 
Atlantic Packaging Products Ltd. paper mill at Whitby. 


Fort Nelson Powerline Project 


The Company has a 50 percent interest in an electric power line between Rainbow Lake, Alberta and Fort 
Nelson, B.C. 


International 
PowerLink Project 


The Company has acquired a minority interest in the power generation and distribution assets of a major mine 
located in Irian Jaya, Indonesia. 
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On a combined basis, the Company's proportionate share of the joint ventures’ operations and balance 


sheets are: 
For the years ended December 31 ($million) 1994 1993 1992 
Proportionate statements of joint venture operations 
Operating revenues 120 54 48 
Operating expenses (65) (28) (21) 
Other income 1 3 3 
Interest on debt (26) (15) (15) 
Income taxes (1) 2 3 
Net income 29 16 18 
December 31 ($million) 1994 1993 
Proportionate balance sheets of joint ventures 
Current assets 34 32 
Investments 35 2 
Fixed assets 625 601 
Deferred charges 67 69 
761 704 
Current liabilities 103 58 
Long term debt 342 381 
Deferred income taxes 41 38 
Contributions in aid of construction 51 50 
537 527 
Westcoast Energy's investment carrying value: 
— Foothills Pipe Lines Ltd. 125 127 
— Pacific Coast Energy Corporation 21 19 
— Empire State Pipeline 23 20 
— McMahon Cogeneration i 2 
— Lake Superior Power 12 1 
— Whitby Cogeneration 9 — 
— Fort Nelson Powerline i, 8 
— PowerLink 13 — 
— Other 3 = 
224 Aid. 
761 704 
The Company's carrying values of other investments, which are accounted for by the cost method, are: 
December 31 ($million) 1994 1993 
Financial contracts 15 19 
Other ; 12 "1 
27 30 
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12. Long Term Debt 


The additions to consolidated long term debt at face value were: 


For the years ended December 31 ($million) 


1994 

Westcoast Energy 9.70% Debentures, Series Q 150 
Union Gas 7.90% Debentures, 1994 Series 150 
Union Gas 9.75% Debentures, 1994 Series II IZ) 
1993 

Westcoast Energy 8.50% Debentures, Series O 150 
Westcoast Energy 8.30% Debentures, Series P 100 
1001142 Ontario Term bank facility 38 
Union Gas 8.75% Debentures, 1993 Series 125 
Centra Gas Ontario 8.65% Senior Debentures 7D 
Pacific Northern Gas 8.75% Secured Debentures, 2018 Series 20 
1992 

Westcoast Energy 9.05% Debentures, Series N 100 
Westcoast Energy Term bank facilities 43 
1001142 Ontario Term bank facility 447 
Union Gas 9.70% Debentures, 1992 Series II 15 
Centra Gas Ontario 9.70% Senior Debentures te) 
Centra Gas Ontario Term bank facility 5 
Centra Gas Manitoba 8.50% Senior Debentures 60 
Centra Gas Alberta Term bank facility 25 
Centra Power Term bank facility 5 


Consolidated interest on long term debt for the year ended December 31, 1994 amounted to $298 million (for 
the year ended December 31, 1993 — $249 million, for the year ended December 31, 1992 — $196 million). 


Consolidated long term debt repayments, including sinking fund obligations, required in the next five years are: 


For the years ended December 31 ($million) 1995 1996 1997 1998 1999 
Westcoast Energy hi 26 67 83 90 
Union Energy 9 15 58 58 8 
Centra Gas 61 17 15 19 7 
Pacific Northern Gas 4 4 5 5 3 

171 62 145 163 118 


13. Bank Indebtedness 


The Company and its principal subsidiaries have operating lines of credit in excess of $1,400 million with 
Canadian chartered banks that enable the Company and subsidiaries to borrow directly from the banks, to issue 
bankers’ acceptances, and to support commercial paper. 
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14. Preferred Stock 


The Company is authorized to issue an unlimited number of preferred shares, in two classes issuable in series, 
without nominal or par value. Preferred stock issued and outstanding are: 


December 31 ($million) 1994 1993 
5,000,000 Cumulative Redeemable First Preferred Shares (a) 125 — 
94,878 Cumulative Redeemable Retractable First Preferred Shares(b) 105 105 
4,800,000 Cumulative First Preferred Shares(c) 120 120 
1,400,000 Cumulative Redeemable Retractable First Preferred Shares (d) 35 35 

385 260 
Less shares held by subsidiary 105 105 


280 155 


(a) The Cumulative Redeemable First Preferred Shares, Series 4 (6.90% or $1.725), which were issued for cash 


in 1994, are convertible into common shares of the Company, at the option of the holder, upon 65 days notice, 


on or after January 1, 2000 (at quarterly intervals, subject to the Company's right on at least 40 days notice to 
redeem or arrange for the sale to substitute purchasers) by dividing $25.00 together with accrued and unpaid 
dividends, by the greater of $3.00 and 95% of a 20 day weighted average trading price of the Company's 
common shares on The Toronto Stock Exchange. On or after October 1, 1999, the Company has the option to 
redeem these shares, upon 30 days notice, at $25.00 plus accrued and unpaid dividends or to convert these 
shares into common shares of the Company, at the ratio determined by dividing $25.00 together with accrued 
and unpaid dividends, by the greater of $3.00 and 95% of a 20 day weighted average trading price of the 
Company's common shares on The Toronto Stock Exchange. The issue costs of these shares amounted to 

$3 million, less income taxes of $1 million which have been charged to retained earnings. 


(b) The Cumulative Redeemable Retractable First Preferred Shares, Series 3, (lower of 9.5% or 70% of an 
average prime rate) are held by a wholly owned subsidiary of the Company and are redeemable at the option 
of the Company at any time and must be redeemed by October 31, 1997. These shares are retractable at the 
option of the subsidiary at any time after January 1, 1995. 


(c) The Cumulative First Preferred Shares, Series 2 (8.08% or $2.02) are convertible into common shares 

of the Company, at the option of the holder, upon 30 days notice, on or after July 1, 1998 (at quarterly 
intervals) by dividing the base price of $25.00, by the greater of $1.00 and 95% of a 20 day weighted average 
trading price of the Company's common shares on The Toronto Stock Exchange. These shares are convertible 
into common shares of the Company, at the option of the Company, upon 30 days notice, on or after July 1, 
1997 at the ratio determined by dividing the reference price, which ranges from $25.00 to $25.50, by the 
greater of $1.00 and 95% of a 20 day weighted average trading price of the Company's common shares 

on The Toronto Stock Exchange. The issue costs of these shares amounted to $3 million, less income taxes of 
$1 million which have been charged to retained earnings. 


(d) The Curnulative Redeemable Retractable First Preferred Shares, Series 1 (7.68% or $1.92) became 
redeemable at the option of the Company after January 1, 1991, on not less than 30 days notice at varying 
redemption prices ranging from $25.40 in 1994 to $25.00 in 1996 and thereafter plus an amount equal to all 
accrued and unpaid dividends to the date fixed for redemption. These shares are retractable at the option of 
the holder on December 31 in each of 1995, 1996, 1997 and 1998 at a price equal to $25.00 per share plus 
an amount equal to all accrued and unpaid dividends up to but not including the date of payment. 


Westcoast Energy Inc. 


55 


56 


Notes to Consolidated Financial Statements 


15. Common Stock 


The Company is authorized to issue an unlimited number of common shares without nominal or par value. 
Common shares issued and outstanding are: 


December 31 ($million) 1994 1993 


86,444,582 Common Shares (1993 — 85,318,602) 1,056 1,032 
The common stock issues of the Company were as follows: 


1994 

m 1,030,100 common shares issued for cash under the Dividend Reinvestment and Share Purchase Plan at 
issue prices ranging from $20.44 to $23.33 per share, increasing common stock by $22 million. 

w 95,880 common shares issued for cash on options exercised at option prices ranging from $14.75 to 
$21.25 per share, increasing common stock by $2 million. 


1993 

m 3,678,265 common shares issued on the conversion of Second Preferred Shares, Series A, increasing 
common stock by $71 million. 

m 8,000,000 common shares issued for cash under a public offering at a price of $20.25 per share increasing 
common stock by $162 million. The issue costs of these shares amounting to $6 million, less income taxes 
of $3 million, have been charged to retained earnings. 

w 826,932 common shares issued for cash under the Dividend Reinvestment and Share Purchase Plan at issue 
prices ranging from $16.34 to $21.34 per share, increasing common stock by $15 million. 

m 134,440 common shares issued for cash on options exercised at option prices ranging from $14.25 to 
$20.98 per share, increasing common stock by $2 million. 


1992 

m 14,833,846 common shares issued under a one-for-one exchange for common shares of Union Energy Inc. 
increasing common stock by $237 million (Note 17). 

m 580,750 common shares issued for cash under the Dividend Reinvestment and Share Purchase Plan at issue 
prices ranging from $14.78 to $17.23 per share, increasing common stock by $9 million. 

w 9,200 common shares issued for cash on options exercised at option prices ranging from $15.00 to $19.00 
per share, increasing common stock by $0.2 million. 


In 1994 the Directors granted 409,300 options, at a price of $21.95 per share based on a ten day average 
trading price. Upon the issue of common shares under option, the proceeds are credited to the common stock 
account. No charges are made against income with respect to these transactions. Options are granted for a 
term not exceeding ten years. At December 31, 1994, 894,915 common shares are reserved for options which 
have not been allocated. 


In 1992 the Directors approved the reservation of 3,000,000 common shares for issuance under the Dividend 
Reinvestment and Share Purchase Plan of which 1,835,184 have so far been issued. 


Preferred shares amounting to $20 million held by a non—controlling interest in Union Energy Inc. are 


convertible into common shares of the Company at any time at the option of the holder at 95% of a 20 day 
weighted average trading price of the Company's common shares on The Toronto Stock Exchange. 
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The following common shares are reserved for outstanding options granted to directors, officers and employees: 


December 31 Original Number of 
Shares Optioned Option Price Shares Under Option 
1994 1993 
Date Granted 
May 10, 1985 40,000 16.13 15,000 22,000 
February 5, 1986 35,000 14.75 10,000 20,000 
July 26, 1989 122,300 19.00 18,240 34,140 
July 25, 1990 129,600 20.98 78,680 91,100 
July 31, 1991 168,600 20.16 57,680 71,300 
November 6, 1991 44 600 19.68 30,800 38,200 
December 9, 1991 15,000 19.88 6,000 15,000 
April 29, 1992 247,000 17.69 198,160 230,400 
February 16, 1993 5,000 16.59 3,000 5,000 
July 28, 1993 264,800 20.25" 4 253,500 264,800 
October 30, 1993 10,500 21.36 10,500 10,500 
December 1, 1993 4,600 21.59 4,600 4,600 
April 26, 1994 409,300 21.95 409,300 ss 
1,496,300 1,095,460 807,040 
Share options which became exercisable and options exercised: 
For the years ended December 31 1994 1993 
Options exercisable 
Number of shares with respect to which options became exercisable 227,500 171,660 
Option price 
— Per share (range) $16.59 — $21.95 $16.59 — $21.59 
— Total $4.7 million $3.4 million 
Market value at date exercisable 
— Per share (average) $22.43 $21.35 
— Total $5.1 million $3.7 million 
Options actually exercised 
Number of shares with respect to which options were exercised 95,880 134,440 
Option price 
— Per share (range) $14.75 — $21.25 $14.25 — $20.98 
— Total $1.8 million $2.2 million 
Market value at date exercised 
— Per share (average) $23.27 $20.26 
- Total __ $2.2 million __$2.7 milion 
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16. Vancouver Island Pipeline and Distribution System 


During 1993, the Province of British Columbia (the Province), Pacific Coast Energy Corporation (PCEC) and 
Centra Gas British Columbia Inc. (Centra Gas B.C.) entered into an agreement in principle (the AIP) to modify 
the financial arrangements relating to the Vancouver Island Pipeline, which is owned and operated by PCEC, 
and the connected gas distribution systems which are owned and operated by Centra Gas B.C. Implementation 
of the AIP is subject to a number of conditions, including execution of definitive agreements and the 
concurrence of the Government of Canada, as a party to the original agreement with PCEC, and the banking 
syndicate which provided financing to PCEC. The Company's financial statements reflect the provisions of 

the AIP. 


One of the principal features of the AIP as it relates to Centra Gas B.C. is the elimination of penalties payable 
by Centra Gas B.C. to the Province under the existing arrangements with the Province. The elimination of 
penalties is dependent on the AIP, including those aspects relating to PCEC, coming into effect upon the 
execution of definitive agreements. The 1993 earnings include a one-time reversal of provisions for penalties 
of $10 million which were recorded in 1992 prior to the AIP. Under the AIP, the responsibility for funding 
shortfalls between revenues and costs during the development of gas distribution systems in the service area 
will be assumed by Centra Gas B.C., unless caused by factors outside its control, such as changes in the price 
of oil, in which case funding will continue to be provided by the Province. Revenues in excess of costs will 

be shared equally. 


The capital cost of PCEC’s initial project was approximately $360 million, of which $175 million was financed 
by repayable and non-repayable government grants. The AIP deems $40 million of the net initial rate base of 
$185 million to be common equity and sets the return on common equity at a rate equal to the yield on long 
term Government of Canada bonds until 1995. PCEC has foregone debt return on $50 million of its rate base 
in 1993, decreasing by $5 million each year until 2003. The Province will continue to fund PCEC’s revenue 
deficiencies through the Rate Stabilization Facility. This facility will remain available until the earlier of 2013 or 
the achievement of certain levels of profitability. 


Definitive agreements have been settled between PCEC and the Province and between Centra Gas B.C. and 
the Province, but have not been executed pending receipt of approvals from the PCEC banking syndicate 
and the Government of Canada. In January 1995, the banking syndicate advised that it did not support the 
proposed modifications to the financial arrangements expressed in the definitive agreements. Further 
discussions are taking place among the Province, the Government of Canada, PCEC, Centra Gas B.C. and 
the banking syndicate. The outcome of these discussions is not determinable by the Company at this time. 
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17. Union Energy Inc. Acquisition 


In 1992, the Company acquired all of the outstanding common shares of Union Energy Inc. at a price of 
$16.00 in cash or one common share of the Company for each common share of Union Energy Inc. 


The purchase price of the common shares of Union Energy Inc. including costs of acquisition was $618 million 
of which $237 million was satisfied by the issue of common shares of the Company and the balance of $381 
million was paid in cash by obtaining bridge financing. In 1993, the bridge financing was repaid with the 
proceeds from the sale of the Company's oil and gas operations (Note 18) and with new equity capital from 
the issue of common shares of the Company. 


The acquisition has been accounted for by the purchase method as follows: 


($million) 

Fixed assets 2,138 
Deferred charges 43 
Investments 10 
Assumption of long term debt (753) 
Contributions in aid of construction (30) 
Deferred income taxes (248) 
Non-controlling interest (217) 
Working capital deficiency (325) 
Purchase price 618 


Pro forma consolidated financial information assuming the combination of the businesses of the Company and 
Union Energy Inc. at January 1, 1992 using the purchase method of accounting in accordance with accounting 
principles generally accepted in Canada and in the United States (Note 5) would be as follows: 


For the year ended December 31 ($million) 1992 1992 
Cdn GAAP US GAAP 

Pro forma net income 

Net income from continuing operations 107 109 

Discontinued operations (Note 18) (161) (4) 

Net income (loss) (54) 105 

Provision for dividends on preferred shares 14 14 

Net income (loss) applicable to common shares (68) 91 

Common shares (million) 

— weighted average IP: 

— weighted average and common stock equivalents 72 

Per common share — basic 

— From continuing operations $1.29 

— After discontinued operations $(0.94) 

Per common share — primary 

— From continuing operations $1.31 

— After discontinued operations $1.26 
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18. Discontinued Oil and Gas Operations 


In late 1992, the Company decided to dispose of its oil and gas operations consisting of its wholly owned 
subsidiary Westcoast Petroleum Ltd. and Westcoast Petroleum’s 83% interest in Canadian Roxy Petroleum Ltd. 
The sale was completed in May 1993, for net.proceeds of $238 million. The proceeds have been used to reduce 
the bridge financing applicable to the acquisition of Union Energy Inc. (Note 17). 


Details of the discontinued oil and gas operations including allocation of financing costs and related income 
taxes are: 


For the year ended December 31 ($million) 1992 
Operating revenues 122 
Operating expenses 112 

10 
Other income 3 

13 
Other expenses - 19 
Loss before undernoted items (6) 
Income taxes (1) 
Loss from operations before loss on sale of investment (5) 
Loss on sale of investment (156) 
Loss from discontinued operations (161) 
Loss per common share from discontinued operations $(2.68) 


19. Contingencies 

Due to the size, complexity and nature of the Company's operations, various lawsuits are pending in which the 
Company may be the plaintiff or defendant. In the opinion of management, the ultimate resolution of these 
lawsuits would not have a material effect on the Company's consolidated financial position or results of 
operations. 


20. Subsequent Event 


In January 1995, the Company issued $100 million of 9.50% Debentures, Series R, to mature in 2000, 
and $100 million of 9.90% Debentures, Series S, to mature in 2020. 
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Consolidated Quarterly Results 
Westcoast Energy Inc. 


(Unaudited) 

For the three months ended ($million) March 31 June 30 Sept. 30 Dec. 31 Total 
1994 

Operating revenues 1,259 viT 674 1,002 3,712 
Operating expenses 992 687 621 839 3,139 
Operating income 267 90 53 163 573 
Other net expenses 65 74 75 89 303 
Income taxes Td 5 (12) 27 97 
Net income (loss) 125 11 (10) 47 173 
Provision for dividends on preferred shares 3 3 4 6 16 
Net income (loss) applicable to common shares 122 8 (14) 41 157 
Per common share — basic $1.43 $0.09 $(0.17) $0.48 1.83 
For the three months ended ($million) March 31 June 30 Sept. 30 Dec. 31 Total 
1993 

Operating revenues 1,128 743 668 1,088 3,627 
Operating expenses 895 652 611 918 3,076 
Operating income 233 1 57 170 551 
Other net expenses 80 75 68 S) 320 
Income taxes 56 2 (2) 17 73 
Net income (loss) 97 14 (9) 56 158 
Provision for dividends on preferred shares 5 4 3 4 16 
Net income (loss) applicable to common shares 92 10 (12) 52 142 
Per common share — basic $1.26 $0.13 $(0.21) $0.64 $1.82 


The Company's natural gas distribution business activities are highly seasonal, with the majority of gas deliveries 
occurring during the winter heating season from mid-October to mid-April. Gas sales during this period typically 
account for approximately two-thirds of annual gas distribution revenues, resulting in strong first quarter results, 
second and third quarters that show either small profits or losses, and strong fourth quarter results. 
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(Unaudited) 
1994 1993 1992 
FINANCIAL 
Operations ($million) 
Operating revenues 3,712 3,627 1,780 
Operating expenses 3,139 3,076 1,449 
Operating income 573 551 331 
Other net expenses 303 320 191 
Income taxes 97 i 43 
Net income from continuing operations 173 158 oF 
Discontinued operations = — (161) 
Net income (loss) 173 158 (64) 
Provision for dividends on preferred shares 16 16 14 
Net income (loss) applicable to common shares 157 142 (78) 
Dividends on common shares 76 65 49 
Operating cash flow — From continuing operations 332 361 219 
— After discontinued operations 332 383 278 
Per Common Share (dollars) 
Net income (loss) — basic — From continuing operations $1.83 $1.82 $1.37 
— After discontinued operations $1.83 $1.82 $(1.31) 
Operating cash flow — From continuing operations $3.86 $4.61 $3.65 
— After discontinued operations $3.86 $4.89 $4.64 
Dividends $0.89 $0.82 $0.80 
Assets ($million) 
Plant, property and equipment 7,927 7,027 7,607 
Accumulated depreciation and depletion 1,905 1,72) 2,089 
Net fixed assets 6,022 5,306 5,518 
Investments 251 207 169 
Current assets 1,018 949 846 
Deferred charges 131 100 62 
Total assets 7,422 6,562 6,595 
Capitalization ($million) 
Long term debt 3,119 2,867 2,978 
Preferred shareholders’ equity 280 155 230 
Common shareholders’ equity 1,448 1,345 1,021 
Contributions and grants in aid of construction 178 176 167 
Deferred income taxes why) 372 569 
Current liabilities 1,757 1,383 1,326 
Future removal and site restoration — — 11 
Non-controlling interest in subsidiary companies 261 264 293 
Total equity and liabilities 7,422 6,562 6,595 
STATISTICAL 
Westcoast Pipeline Division 
Throughput (Bcf) — Domestic 306 287 237 
— Export 299 292 275 
605 579 512 
Average rate base ($million) 1,353 1,236 1,142 
Gas Distribution Division 
Throughput (Bcf) — Union Gas 888 85] 179 
— Centra Gas and PNG 284 Diy 269 
1,172 1,128 448 
Average rate base ($million) — Union Gas 1,870 1,746 1,602 
— Centra Gas and PNG 1,375 1,262 1,162 
3,245 3,008 2,764 
Number of customers (thousand) — Union Gas 706 678 651 
— Centra Gas and PNG 573 546 519 
1,279 1,224 1,170 
Common Shares eS 
Shares outstanding at year-end 86,444,582 85,318,602 72,678,965 
Toronto Stock Exchange price ranges — high $24.63 $22.63 $21.13 
— low $19.63 $16.25 $15.00 
Number of common shareholders at year-end 8,782 8,602 7,828 
Employees at year-end (consolidated) "6,258 5 Pa 6,043) an een See 
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1991 1990 1989 1988 1987 1986 1985 


1,458 1,457 701 689 700 829 1,042 
1,219 1,228 574 557 572 695 903 
239 229 127 132 128 134 139 
154 147 60 55 52 65 51 

9 17 ir 22 28 24 37 

76 65 56 55 48 45 51 

10 21 13 6 15 = 8 
86 86 69 61 63 45 59 

9 9 9 9 9 9 4 

77 it 60 52 54 36 55 
i ie ea 62305 abate as See ee 
177 154 91 85 88 91 119 
237 232 162 145 153 125 175 
$1.18 $1.03 $0.97 $0.97 $0.89 $0.89 $1.15 
$1.36 $1.41 $1.24 | $1.10 $1.23 $0.88 $1.34 
$3.11 $2.81 $1.87 $1.78 $1.99 $2.20 $2.91 
$4.18 $4.23 $3.33 $3.04 $3.47 $3.04 $4.30 
$0.80 $0.80 $0.80 $0.80 $0.80 $0.98 $1.04 
4,804 4,290 2,755 2,626 2,506 2,169 2,079 
1,415 1,284 945 862 784 715 659 
3,389 3,006 1,810 1,764 1,722 1,454 1,420 
156 238 185 110 113 134 145 
333 336 131 135 180 142 207 
35 33 40 17 21 31 54 
3,913 3,613 2,166 2,026 2,036 1,761 1,826 
1,573 1,510 719 687 666 567 616 
110 110 110 110 110 110 110 
903 857 685 643 610 493 494 
136 130 7 7 7 7 6 
339 327 304 303 307 283 279 
765 594 284 221 266 274 296 
9 7 6 4 3 2 1 

78 78 51 51 67 25 24 
3,913 3,613 2,166 2,026 2,036 1,761 1,826 
230 229 239 195 173 165 175 
235 172 174 137 139 103 99 
465 401 413 332 312 268 274 
914 831 774 741 715 698 691 
264 248 30 31 31 22 26 
264 248 30 31 31 22 26 
1,067 954 109 104 101 92 87 
1,067 954 109 104 101 92 87 
497 488 14 13 12 12 ik 
497 488 14 13 12 12 i 
57,255,169 56,487,209 49,488,944 48,329,401 47,163,543 41,272,312 40,918,550 
$21.50 $22.25 $21.88 $18.00 $19.63 $18.00 $19.38 
$19.00 $19.63 $15.75 $15.50 $12.50 $12.25 $14.63 
6,043 6,409 7,227 7,725 8,747 9,447 9,503 
3,351 3,331 1,246 1,221 1,200 1,121 1,159 
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Stock Market Price Ranges, Earnings, and Dividends 


Earnings per 
common share 


(Continuing Dividends per 
Toronto New York Operations) | common share 
(Canadian Dollars) (United States Dollars) (Canadian Dollars) (Canadian Dollars) 
Low High Low High 

1993 
January — March 16.25 18.75 1275 15:13 1.26 0.20 
April — June 18:25 21.50 14.50 16.75 0.13 0.20 
July — September 20.88 22.00 15.88 1703 (0.21) 0.20 
October — December 20.88 22.63 LSBs: 17.00 0.64 0.22 
1.82 0.82 

1994 

January — March 21.50 24.63 16.25 18.63 1.43 0.22 
April — June 19.63 24.38 14.38 17.63 0.09 O22 
July — September 20.25 PRY V8 14.63 17.00 (0.17) 0.22 
October — December 21.25 23530 15.88 Wee 0.48 0.23 
1.83 0.89 


Dividend Reinvestment and Share Purchase Plan 
Westcoast’s Dividend Reinvestment and Share Purchase Plan 
provides registered holders of Westcoast common shares 
and convertible preferred shares with two convenient ways 
to increase their holdings in the Company at a savings. 


Registered shareholders may elect to reinvest the cash 
dividends paid on all or some of their common and 
convertible preferred shares in additional common shares 
of the Company, and are also entitled to make optional 
cash purchases of common shares through the plan in 
amounts up to $5,000 per calendar quarter. 


The Plan allows participants to acquire new common shares 
through the reinvestment of dividends at 95 percent of the 
average market price as defined in the Plan. Participants will 
not pay any brokerage commissions or other fees on the 
purchase of new shares through the Plan. 


All notices and enquiries relating to the Plan should be 
addressed to the Montreal Trust Company at: 


Montreal Trust Company Stock and Bond Department 
510 Burrard Street 

Vancouver, British Columbia 

Canada V6C 3B9 

Telephone: (604) 661-0222 

Facsimile: (604) 683-3694 
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Annual Meeting 

The Annual Meeting of 
Shareholders of Westcoast Energy 
Inc. will be held in the Pacific 
Ballroom of the Hotel Vancouver 
in Vancouver, British Columbia, 
on Thursday, May 4, 1995, at 
11:00 a.m. (Local time). 


Shareholder and 

Corporate Relations 
Shareholders or others wishing to 
obtain copies of this Annual 
Report, quarterly reports, the 1995 
Annual Information Form, and 
other corporate documents should 
contact the Company either by 
letter, addressed to the attention 
of the Corporate Secretary, or by 
telephone at (604) 691-5640. 


Portfolio managers, investment 
analysts, and other investors 
requesting financial information 
respecting the Company should 
contact: 


David |. Climie 

Manager, Investor Relations 
Telephone: (604) 488-8021 
Facsimile: (604) 488-8081 


All other enquiries by shareholders 
and others respecting the Company 
should be directed to: 


David G. Unruh 

Senior Vice President, Law 
and Corporate Secretary 
Telephone: (604) 488-8000 
Facsimile: (604) 488-8088 


Stock Exchanges 

Common Shares 

Listed on the Toronto, Montreal, 
Vancouver, New York and Pacific 
stock exchanges 


Preferred Shares 
Listed on the Toronto, Montreal 
and Vancouver stock exchanges 


Stock Symbols 
Common Shares 

In Canada — W 

In the United States — WE 


Preferred Shares 
7.68% First Preferred, 
Series 1 — W.PR.C 
8.08% First Preferred, 
Series 2 — W.PR.D 
6.90% First Preferred, 
Series 4 — W.PR.E 


Head Office 

Westcoast Energy Inc. 

Suite 3400, Park Place 

666 Burrard Street 
Vancouver, British Columbia 
Canada V6C 3M8 
Telephone: (604) 488-8000 
Facsimile: (604) 488-8500 


Auditors 

Ernst & Young 

P.O. Box 10101, Pacific Centre 
700 West Georgia Street 
Vancouver, British Columbia 
Canada V7Y 1C7 


Registrars and Transfer Agents 
Common Shares 

Montreal Trust Company 
Vancouver, Calgary, Regina, 
Toronto, Montreal 


Registrar and Transfer Company 
Cranford, New Jersey 


Preferred Shares 

Montreal Trust Company 

of Canada 

Vancouver, Calgary, Regina, 
Winnipeg, Toronto, Montreal 


Registrars and Trustees 
Debentures 

Montreal Trust Company 

of Canada 

Vancouver, Calgary, Regina, 
Winnipeg, Toronto, Montreal 


Taxation 

A resident of the United States 
receiving investment income 
generated in Canada is subject to 
withholding tax under the Income 
Tax Act of Canada and the 
Canada-United States Income 
Tax Convention. With certain 
exceptions, dividends paid by the 
Company are subject to with- 
holding tax at a rate of 15 percent. 


Duplicate Publications 
Registered holders of the 
Company's shares may receive 
more than one copy of Company 
publications. Shareholders can 
assist the Company in eliminating 
such duplication by contacting 
the Montreal Trust Company 

in Vancouver. 
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Corporate 


Michael E. J. Phelps 
Chairman of the Board and 
Chief Executive Officer 


Arthur H. Willms 
President and Chief 
Operating Officer 


Graham M. Wilson 
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Chief Financial Officer 
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Senior Vice President and 
Chief Administrative Officer 
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Project Development 
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Cash Management 
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Corporate Finance 
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Senior Vice President, 
Operations and Engineering, 
Pipeline Division 
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Vice President, Customer 
Service and Marketing, 
Pipeline Division 
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Vice President, Process, 
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John A. Kavanagh 
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Resources and Business 
Services, Pipeline Division 
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Vice President, Engineering 
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Directors 


James S. Byrn 

is Chairman of Basia Enterprises Corporation, an 
investment holding company. He was first elected to 
the Board in 1978, and has the longest tenure of the 
current Directors. Mr. Byrn is Chairman of the Human 
Resources and Compensation Committee and a 
member of the Executive Committee. 


R. Donald Fullerton 

is Chairman, Executive Committee and a Director of 
the Canadian Imperial Bank of Commerce. He was 
formerly Chairman and CEO of the CIBC, and holds 
directorships in a number of public companies. Mr. 
Fullerton was first elected to the Westcoast Board in 
1993 and is a member of the Audit Committee. 


Wilbert H. Hopper 

was formerly Chairman and CEO of Petro-Canada, and 
served as Chairman of the Board of Westcoast from 
1983 until 1992. Mr. Hopper was first elected a 
Westcoast Director in 1979, and is a member of the 
Audit and Executive Committees. 


William H. Neville 

is Chairman of Hession, Neville & Associates, public 
affairs and government relations consultants in 
Ottawa. He was first elected a Westcoast Director in 
1988. Mr. Neville is Chairman of the Nominating 
Committee and a member of the Audit and Corporate 
Governance Committees. 


Marnie Paikin 

is a Director of Atomic Energy of Canada Limited and 
Southam Inc., a Governor of McMaster University, and 
a Trustee at the Chekodee-McMaster Hospitals. Ms. 
Paikin was elected to the Westcoast Board in 1993 
and serves on the Environment and Corporate 
Governance Committees. 


James S. Palmer Q.C., 

is a partner in the Calgary law firm of Burnet, 
Duckworth & Palmer, and is Chairman of Telus 
Corporation, a Director of Bank of Canada and holds 
directorships in a number of public companies. Mr. 
Palmer was first elected to the Westcoast Board in 
1990 and is a member of the Audit and Nominating 
Committees. 


Derek H. Parkinson 

was a senior officer of Westcoast from 1982 to 
1988. He was first elected to the Westcoast Board in 
1983, and is a Director of CT Financial Services Inc. 
Mr. Parkinson is Chairman of the Audit Committee 
and a member of the Human Resources and 
Compensation Committee. 
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Daniel U. Pekarsky 

is President of The Corporate Advisory Group Inc., 
financial and strategic planning consultants, and holds 
directorships in various companies and community 
organizations. Mr. Pekarsky was elected to the 
Westcoast Board in 1993. He is Chairman of the 
Corporate Governance Committee and is a member of 
the Human Resources and Compensation Committee. 


Michael E. J. Phelps 

is Chairman and CEO of Westcoast. He was appointed 
President and CEO in 1988, and became Chairman 

in 1992. Mr. Phelps was first elected a Director of 
Westcoast in 1987 and is Chairman of the Executive 
Committee. He serves on the boards of a number 

of public companies, community organizations and 
industry associations. 


William G. Saywell 

is President and CEO of the Asia Pacific Foundation of 
Canada and holds directorships in various public 
companies including Spar Aerospace Limited and 
Western Garnet Company Limited. He was formerly 
President and Vice-Chancellor of Simon Fraser 
University. Dr. Saywell was elected a Westcoast 
Director in 1992 and serves on the Environment and 
Nominating Committees. 


Arthur H. Willms 

is President and Chief Operating Officer of Westcoast. 
He joined Westcoast in 1971 and was first elected a 
Company Director in 1983. Mr. Willms serves as 

a Director of a number of Westcoast companies and 

is a Director of Gibraltar Mines Limited. He also serves 
on the boards of various community organizations and 
industry associations. Mr. Willms is a member of the 
Executive and Environment Committees. 


W. Robert Wyman 

is Chairman of Finning Ltd., an industrial equipment 
supplier. He was formerly Chancellor of the University 
of British Columbia and holds directorships in various 
public companies. Mr. Wyman was first elected to 
Westcoast's Board in 1993 and is Chairman of the 
Environment Committee. He is also a member of the 
Human Resources and Compensation Committee and 
the Corporate Governance Committee. 


Edwin C. Phillips 

is Director Emeritus of Westcoast. Mr. Phillips, who 
was CEO of Westcoast from 1975 to 1983, served as 
a Company Director from 1969 to 1989. 
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